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Foreword . ' 



Budqet formulas are popular devices for states to al locate monoy to hlgher 
oducatlon. this study rolnforces what previous surveys have ^.hown: rough y 
half of the states use some form of a formula to dotermlno at least pari of 
their budgets for higher education. The total of states using budget formulnr, 
depends on who Is doing the counting and why. In this study, t)'". Gross 
followed the usual criterlum anong scholars In the field: an fP'^'l'. ^ , 
mathematical linkage between pre-established formula factors "stMutlonal 
base factors had to be used to arrive at the requested appropriation or funding 
level In order to claim that a formula was In use 

What this discussion points out Is that there are a variety of typos of 
formulas In use. By comparing the findings of this study to the findings In 
Dr. Gross' widely noted 1974 study, and both studies to other literature In the 
field, patterns In funding trends for higher education emerge. 

Understanding that a variety of formulas are. I n use, and are, therefore, 
available for adaptation In other situations will be Important In the future. 
The combined impact of unstable enrollment projections, uncertain state tax 
revenues for allocation, and unabated Inflation will pressure all funding 
mechanisms used by the states for higher education. Formulas have always been 
a controversial device and will probably become more controversial In +he next 
decade. Nevertheless, they do'offer si gn I f leant advantages and are probably 
here tc stay. Formulas will change Inevitably and studies like this one will 
be needed to provide information about the kljicfs. of'.ch'anges that are going on. 
For this reason, a major descriptive study on -budget formulas should probably 
be made about every five years. 
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Profcicn 

In 1078, the National Confer for Higher Educdllon MancK)omonl SynH.n,-^ (NCMFMS) 
soUcItod tho cooporatlon of six oihor poslsocondary ojucntlon urganlzntlon^, ro 
I nvor.t Incite tho current statur, of ronourco acquisition and nilcx-^.atlon for nldl-o 
luipportod collegGr-. and unlvornltlo^^. A design group war. formed roprosonti ng 
thu f o I I ow I ng or gan I 'i at I onir. : 

Association for Institutional Resoarcli (AIR) 
tiducatlon Commission of the States (ECS) 
National Association of Collogo and University 

Buslnpss Off Icors (NACURO) 
National Association of State Budget Of f leers (NASBO) 
National Center for Higher Education Management 

Systems (NCHEMS) 
National Council of State Directors of Community and 

Jun lor Col leges (NCSDJC) 
State Higher Education Executive Officers (SHEEO) 

The design group agroed that a now study was needed., Tho last major, 
.widely disseminated, comprehensive study of all state budget formulas was 
conducted In 1973 (Gross 1973). The group decided that the study should 
Include descriptions of the resource acquisition and allocation process used by 
each state as well as descriptions of the budget formulas currently used In 
each state that did formula budgeting. 

In 1Q79 the SfjEEO officers In each state were asked to supply 
descriptions of the' appropr I atl on process and copies of all procedures for 
developing appropriation requests. The latter were to- be sent Jlrec+ly to 
. Francis M. Gross, Vice Chancellor for Business and Finance, at T^e^Un I vers I ty 
Vf Tennessee, Martin, Tennessee, who had volunteered to assist In tho study by 
performing the analysis of the budget formulas currently In use. 

This publication presents the descriptions of the budget formulas and 
guidelines obtained from states that participated In the study. 
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I ntroduct I on 



iWickqroiind of f)iidr)Ot Formula Dnvnl opmnrit 
and ij ti I I z (it I on 

Budgot formul.in nro firor.cr I bod or r..ot moihod;:. for <jp()lylng prodotoi n : nod 
avorarjo co;j+ rnlos or r/lafflny rotlos io qunntl f labia progran mon&ura. (sucti a! 
onrollmont or r-quarn fool of building spaco), In orJor +c Cfjiciilfito tho firl-uro 
dollnr roqulrtnionts of In5thutlons (Gross 1979). In tho contoxt of financing 
hlqhor oducntlon, budqot formuUis havo boon ur.fid by many stator. ns o moans for 
cippropr latl nq tax dollars to support public collcqos and un I vors I tl or,. Tho um 
of formulas to dovolop roquosts Is tormod lomu.U.J3il„dafi:t-Jjia. Appropriating 
fund;; busod on formul a-dor I vod roquosts Is tonnod jjxmJLLliLiiinilJiUJ. i"ormul{i 
budyeting by state col Ittgos and unlvorsltlos may or may not rosult In formula 
funding by state legislatures. 

Throo dovelopmonts hfivc made tho use of budget- formul as by states nn 
attractive solution to an old problem. These dovolopmOnts ore: (1) tho 
movement to system ize, rationalize, and control Izo state budgeting, (2) tho 
development of cost analysis, and (3) the development of generally accepted 
classifications for financial accounting in colleges and unlvorsltlos (Miller 
1964). The development of budgot formulas has undoubtedly been Influenced as 
well by (a) the phonanenal Increase of college enrollments that bc^gan In the 
1950's and peaked in "the early 1970's (Gross 1973); (b) the development of 
statewide coordinating agencies with the responsibility for reviewing requests 
from and recommending state appropriations for state supported colleges and 
universities (Glenny 1959); and (c) the changing nature of state financial 
support ranging, from, the goldon years of the 1950's to the rotronchmont of the 
1980»s (Bowen 1 980 ) ."^ 

The first uses of budget formulas for developing and analyzing 
appropriation requests for colleges and universities occurred In 1951 in four 
states: California, Indiana, Oklahoma, and Texas (Miller 1964). Between 1951 
and the early 1970s, the practice grew to Include twenty-five states (Gross 
1973). In this study 19 states reported the use of budget formulas. Table 1 
presents budget-formula utilization by states during six of the past 
twenty-nine years. 
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\ Comparative Analysis of Budget Formulas Used for Statewide Application _ 

A comparative analysts of the budget formulas In use reveals the slmllarJtles 
anS differences In design ariong the 19 states. The appropriation requests are 
for state supported four-year colleges and universities and, In sane cases, 
community colleges. The states reporting formulas for calcu atlng +he 1980-81 
fiscal-year requests or the 1 980-82" b ienni al requests used the approaches and 
methodology reported in prior formula studies. These states calculated 
separately the anounts requested for each functional area of fPf^^iture In .h 
educational and general budget before applying any revenue deduction to arrive 
at a net state appropriation request. 

This analysis I,s made by comparing each/'f ormul a'3 approach in calculating 
the request by functional area. Each functional area Is defined below as It Is 
used in th Is study. 

Definitions of Functional Areas 

ln<;trirctlon ^nrl arariftmic siilimcl. The functional area referred to as .. 
Instruction and academic support encompasses those activities that assist the 
systematic Imparting of knowledge, sk i I I s, and behav [ors ' " J^.^ "g a b dget 
request, compensati on f or administration, faculty supporting staf f,. clerical 
anployees, and the operating expenses associated with instruction and 
nonsponsored research are Included. In addition, expenditures are Included for 
•all academic activities that'directly support instruction. Some support 
activities are agricultural farms, demonstration schools, academic ,, 
administration, and academic compirter centers. Although libraries are normal ly 
considered pari of academic support, they are discussed separately. si nce.many 
states have separate library formulas. . 



Libraries. The area referred to as libraries Jncludes all activities that 
assist the collection, organization, and supervision of scholarly |"ateriars at 
the campus level, or at the departmental level. In making a budget request, it 
is necessary">o%lnclude all expenditures for salaries, and the costs of 
acquiring and maintaining the col lections. 

■St. I rip nt se rvices .- The area cal led student services covers a I I activities 
that relate to the student outside of the clasrocm. Budget concerns here must 
Insure funds for undergraduate and graduate admissions and records, guidance 
and counseling,) student activities, student health services, and placement. 

. . / I V 



inc+ n-ntlnnsl suDiiort . The area cal led Institutional support must budget 
expendftures f orthe gf eral .execixtive ^nd adm in^stratl ve of f Ices that serve 
the institution as a wjole. " These expenditures finance the president's of f Ice, 
the business office, the personnel off4«:e, the development office, safety and 
security, and other offices unrelated to a sped 11^ area. 

^ ■ 

p^eo^r^h P"hH c serv ice. Although usually separate areas In the 
budget, the two areas of research and public service are' combined for th s 
analys s! A research budget comprises all expenditures for research projects 
that are budgeted separately . from instructional departments. Budgets In tl^is 
area usual ly embrace match Ing and institutional seed funds to acquire grants 



and 'contracts for sponsored research. PublFc service covers all activities 
i designated primarily to serve the general fublic. These services Involve 
budgeting for conferences and Institutes, adult study courses, public lectures, 
radio' stations, museums, and other related activities. 

Operation and Malntenanre of Plant . The area of operation and maintenance 
of plant requ I res' budgetl ng for expenditures In administration, maintenance, 
and custodial care of physical plant, grounds, utilities, .and all other, 
activities associated with the day-to-day operation of the physical plant and 
Its maintenance. Capital outlay expenses are not Included here. 

Use of Formulas for Functional Areas by States 

In nine states— Al abama. Georgia, Kansas, Kentucky, Mississippi, Oklahoma, 
South Carolina, Tennessee, and Texas— formu I as were applied' I-n calculating the 
resourceG needed in all six of the, functional areas: Montana used a formula to 
develop the request for five functional areas; Arkansas, Missouri, Ohio, ■ 
Pennsylvania; and Washington applied formulas to four areas; Colorado, Florida, 
and New Jersey used formulas In three areas; and Louisiana addressed on l-y one 
area using a formula. , 

Six states — Arkansas, Louisiana, Montana, Ohio, Oklahoma, and 
Pennsylvania — used formulas to calculate the total budget In each of the 
functional areas wh i I e the vother 13 states — Alabama, Colorado, Florida, 
Georgia, Kansas, Kentucky, Mississippi, Missouri, New Jersey, South CaroU^na, 
Tennessee, Texas, and Washington—calculated only a portion of one or more 
functional areas with formulas. 

Several states addressed two or more functional budget areas In a single 
formula component, while Alabama. Georgia, Kentucky, and Texas Included student 
services with the formula calculation .of Institutional support. Okl ahoma- 
Included libraries, student services,, .Institutional support, and physical plant 
operation and maintenance with Instruction. Mississippi Included libraries, 
student services, and physical p ! ant, operatl on and maintenance, wh 11 e Montana 
Included libraries, student services, and public service with institutional 
support. A summary of how states apply formulas to functional budget areas is 
found 1 n tabi e 2. , 

Formula Calculations by Functional Area 

Each of the 19 formulas was compared on a component-by-component basis. 
Examining the formulas by functional area revealed which base factors (defined 
here as the. measure of activity used for institutions) and which formula 
factors (defined here as the, rate factors that are applied to the Institutions' 
base factors) were used. The comparison also showed what methods of 
calculation (rates times base factors, position ratios with salary rates, or 
percentage of previous calculation) were employed. Further, the comparison 
revealed'the extent of institutional di ff ©rent 1 at 1 on ,( through the use of 
different rates, ratios, or percentages. for separate academic areas, levels of 
. Instruction, types of Instl-tutlons as wel I as Individual Institutions) that was 
found In each formula. This Information Is summarized In table 3. 

. , , . H 

Inqtructlon and academic suppo rt faxcept libraries). Each of the 19 
states treated the calculation of requests for instruction and academic support « 
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. TABLE 2 • , 
FORMULA CALCOLATIOIi OF FIIMCTIOI-IAL hm BY STATES 



State 


Instruction 
and, Academic 
'■ Support 


■ 

Libraries 


Student 
Services 


Institutional 
Support 


Research and 
Public Service 


Physical Plant 
Operation 


^^.^ 

Alabama 


„ Total OuJijGt, 


Total 


Total 

Dm [ n % + 

bihl|]Ol 


Tnttil ■ 
budget 


Total 
Budget 


All except 

III ■ 1 • 1 • 

Utilities . 


ArUiisas 


Acataic Salaries 

Oilier Salaj:ies ... 

Operatin'] Buiioet 


Total 

BlidijL't 




Total 




Total 
Budget 


Colorado 


Acadeoiic Salaries 


Salaries 
Collections 








All except 
Utilities 


Florida 

r 


Academic Salaries 
Advising Salaries 
■ Administration Salaries 
Supporting Salaries 
Operating Budget 


Collections 


'J ■ 




Research Salaries 
Public Service 
Salaries ' 


Georgia 


Academic Salaries 
Supporting Salaries ' 
Operating Budget 


Total 

Budget ■ 






Public Service 
Budget Only 


Total 
Budget 


Kansas 


Instructional Budget 
Academic Support ' 
■ Budget ■ 


Total 
Budget 


• Total 
■Budget" 


Total' . 
Budget 


Research, 
Budget / 


Maintenance 

Security 

Administration 


Kentucky 


Academic Salaries 
Academic Support 
Budget 


Total 
Budget ' 


Total 
Budget 


Total , 
Budget 


Research 
Budget 


Maintenance 
and Custodial 


Louisiana 


Total Budget 






■i 






Hississippi 


Total Budget 


'Total 

Budget 


Total 
Budget 


Total 
Budget 


Research 
Budget 


Total 
Budget ■ 
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TABLE 2 (Coiiliimi) 



State 



0^ 



Ohio 



Pennsylvania 



South 
Carolina 



Tennessee 



ERIC 



instruction 
d jlcadeiiiic 
Support 



Libraries 



'•'issouri Total Oudf)et 



Montana Acaddiiic Salaries 
Operatino Biidget 

['-llliplllellt 

•■'"cadeiric Sui;port 

Mew Jersey Academic Salaries 

Academic Administration 
Operating Budget 



Total 
Budget 

Total 

Biidnot 



Total Budget 



Oklahoma " Total Budget 



Total 
Budget 



Instructional Budget 
Academic. Support Budget - 

Academic Salaries Total ■ 
Operating Budget^ ■ Budget 
)rt fidget ' 



Total 
Budget 



Instruction Budget 
Academic Support. 



Stud'ent Institutional , Research and Physical Plant 
Services Support' Public Service Operation ■ 



Total 
Budget 



Total 



Total 



All except. 
Utilities 



iblic 
Service 
l)ud;iet 




Custodial 
Haintenance 
Grounds , 
inistration 
curity . 



Sg 



Total 
Budget 


■Total . 
Budget 




Total 
Budget ■ 


Total 
Budget 


Total 
Budget 


liesearch Budget Total 

Public Service Budget ■ ■ ' 

Budget 


Total 
Budget 


Total 
Budget 




Total 

Budget • ' 


Total 
Budget 


Total ■ 
Budget. 


•Research ■ 
Budget 


Administration 
Maintenance,' ^ ' 
Custodial ' ^ 
Grounds 


Total ■ 
Budget 


Total 
Budget 


Research . • 
Budget 


All except 
lIMIities 
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Iiistniction • 

•5ii(j Acadeiiiic ' ' Sliideiit .. Institutional Research and Physical Plant 
Support . Libraries Services' Support ■ Publi; Service Operation 



;iGadc;iiic Salaries Total ' Total Total Research . Adiiiinistration ' 

OpcratiHi] [iudijet ' ^^'^^^''^'^^ 

Grounds 

Acadeoiic Salaries Salaries ■ Total .Haintenance ' _ ; 

Operating Budget Operating Budget Custodial, Salaries 

Budget Custodral Supplies 

' ■ • ■ Collections • . Grounds 



/ 



Line Item 



Instruclicna 



Support 

f'lCuUy '.uilarii'S 



M Insiriicl local 
AiMi.'iiu.ratioii 

Fdciilly Sialarics 



hmh MiHhoils for DevelopifK) for ffislmctjon and Academic Support 

UriiCtionaf 

. !-!'y.^Jl Il^l i tul ion 
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as a separale component of Itfe formula, A comparison of these formula 
components by state Is presented In table 3. Louisiana, Mississippi, Missouri, 
and Oklahoma, used a single calculation Involving a single base factor that was 
either student credit hours or student FTE enrollment. The other 1^5 based 
requests on two or more Separate calculations that used two u three methods of 
•calculation, . In most of these states, qna or more of the sep'arate calculations 
was linked to a previous formula determination (faculty FTE positions. 
Instructional salaries, or total Instructional budget). Every state utilized 
student enrollment (FTE or credit hours) as the primary or Initial base factor. 
While 11 states projected credit hours or FTE enrollments (using base-year data 
adjusted,. for trend's), eight states used either actual base-yfear totals or some 
form of base-year totals (for example, the average of 'several past years). 

All 19 sVates provided for some forms of d If f erenti atl on. Academic areas 
(14 states), Pfevelsof instruction (18 states), or particular Institution (13 
states) were differentiations that were "common I y used, 

L Ibrar le s* A comparison of the^ 14 states having a separate formula for 
libraries Is presented In table 4, In nine states, ttie library budget request 
resulted from a si ng I e ca I cu I atl on . This cal cu la+lon , used either rates pen 
credit hour (AP^t^ma, Arkansas, Kentucky. Tennessee, and Texas), or rates per 
FTE student (Kansas and Missouri), or a percentage of the total Instructional 
budget (Georgia and South Carolina), Three others — Colorado, Florida, and ' . 
Wash Ington-rhad separate calculations for library acquisitions expenditures, 
and Mlsslss^lppl and Montana combined the request for libraries with the 
calculation for Institutional support. In eight states, there was a'provlslop' 
for dl fferenti atlon among Institutions either through Instructional levels . ^ 
(Alabama, Arkansas'^ Colorado, Kansas, Kentucky, Tennessee, and Texas) or by^^ 
Institution or type of Institution (Alabama. Colorado, Kansas, Texas, and 
Washington), 

Student services . Of the 12 states that applied formulas for the 
calculation of requests for student services, only Kansas, Ohio, Pennsylvania) 
South Carolina. Tennessee, and Washington utilized separate formula components. 
A comparl^son of these states Is presented In table 5?^ The other six 
states — A Kabama. Georgia, Kentucky. Mississippi. Moptana, and Texas — combined 
student services with Institutional, support, ^ ■ . 

I n each rnstance, the total student services budget' request was a formula 
based on studenVr el ated base factors and given rates per base unit, Kansas 
and Tennessee rel led solely on actual headcount enrol Iments; Ohio used 
projected FTE enrollment, Pennsylvania used projected credit hours. South 
Carol.lna used both headcount and credit hours, and Washington recognized . - 
student headcount, applications, active p lacement f 1 1 es, and dormitory 
residents, 

Kansas and South Carol I na differentiated between Institutional type and 
size, • . 

Institut ional support. A comparison of the components of the formulas 
used by. 14 states for calculating requests for Institutional support Is 
presented In table 6, , Of the 14 states, 12 employed a single calculation In 
developing the total request. Montana calculated separately staff salaries 
(based on FTE enrollment times a given rate) and operating expenses (based.on 
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the previous year's^-budget adjusted by a percentage to reflect enrollment 
changes). Texas combined student services and general administration In a \ 
single calculation (based on headcount, base-year sponsored research, and totah 
request for Education and General (E&G) budgets It determined ^general 
administration In another calculation (based on credit hours times rates per 
hour. Eight states calculated total Insfftut lonal support-abased I rect I y on , 
student enrollment. Only Alabama and Kentucky used headcourtt and rates per 
student, and Missouri, New Jersey. Ohio, and Tennessee relied solely upon FTE 
enrollment times given rates per student, Arkansas and Pennsylvania based 
their calculation on credit hours times given rates. The ronalnlng four states 
used a percentage of base approach In wh Ich the base 'factors consisted of the 
total E&G budget (Kansas and South Carolina), the total Instructional budget 
(Mississippi), or the total Instruction, research, and pub I Ic serv Ice budgets 
combined (Georgia), 

Ten states provided f or d I f ferenti atl on among schools: separate rates per 
Institution (Montana), separate rates or percentages for types of Institutions 
(Alabama, Kansas, Mississippi, MJ^sourl, New Jersey, and Tennessee), separate 
rates by. Institutional size (Arkansas and Texas), or separate rates by iype of 
academic programs (Ohio). . 

Research and public service . Ten of th^ 19 states using formulas Include 
the calculation of expenditures for research and public service as a separate 
formula component. Table 7 presents a comparison of the methodology used by 
these states. 

In four of these states, calculations were directly related to Instruction 
by being based upon a percentage of the total Instructional budget (Alabama, 
Mississippi, and Oklahoma) or by being based pn faculty sal arles (Fl or I da) . 
Kansas used FTE»s (weighted by program) times given rates; Georg La mu 1 1 1 p I led 
only the Continuing Education Unites times given rates. Two states used prior 
year sponsored research expenditures as a base to which a percentage (South 
Carolina) was applied or from which a proportional share of a fixed pool 
(Tennessee) was calculated. Kentucky and Texas applied a percentage to both 
prior year expenditures of sponsored research and faculty salaries t,o calculate 
the request for departmental research. Mi ss I ssl ppl and Montana IncTuded the 
calculation for public service with the Institutional support f ormul a 
component. 

Seven states provided for differentiation among school s. Five states used 
separate rates or percentages by"" type of Institution: Alabama, Kansas, 
Mississippi, Oklahoma, and Tennessee. Separate ratios for Instructional levels 
were used by Florida, weighted credit hours by program were u'sed by Kansas, and 
Institutional complexity was the factor for Texas In determining the 
differentiation. " _ • - 

Operation and maintenance of plant . Of the' formula states, 15 treated the 
calculation of physical plant operation and ma In tenaricd \as a formula -Item and 
14 used separate\ formula components. A comparison .of these formulas Is 
presented In tableS. In eight states, there was a determination of the total 
^.physical plant bu'^get (except util Itles) through one formula calculation. Six 
states relied upon gross square feet of building space (Alabama, Colorado, 
Georgia, and Missouri) or gross square feet adjusted for Intensity of. usage 
(Arkansas) or ages 'of buildings (Tennessee) times 'given rates as the sole 
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[y.tension and 
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Research Budfjet 



Projected CLU Rates Per-C[ll Projected C[Us 
Production Tillies Given Rales 



Research llnils , R-Uei Per 
[lm\ Oil Enroll- ^.Research Unit 
iiitiHt WdijM by 
Pro^jmiii), . 

F(]ciilty Salaries Percentage 
and GiKljetcd 
Sijoir^ored RoiiedrLi) 



Rdsearch Units by 
Type limes Given . 
Rales 



K Percentage of ' 
ToUl Fa cuity Salaries 
Plus ti Percentiiqe of lotal 
OiiiI'lL'ted Research 



Sep-irale Rate for 
Type of, Institution 
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Table 7 (Coiitiiiiiod) ■ ; 
FoniiiiliVHi.'ttH)il!i fnr [)ovoli)|iiiii| for llo'^odrch and Public Service 



Prior h\v . 

Prior i'l'iir 

luios ,;iful lie-, 
searcti Awards 



PerconUije 



lixeil Award 
Pool 



Idslriictioiiril 
Stilaries and 
Baso year 
Jpoiisori'd 



Percenlaoos.aiid 

Coii:ple)(ity 

Ponitiila 



li'lhiid of * Acddoiiiic 
Cjlculalion Areas. 
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Iv^ii Factor 



A |;ro|)orlioiial share of 

Pin^l kh'^ Pool 
Bj'iOd Ofi [jch IfistiliUicn's 
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Iiistrurtional Salari.-s 
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Forayla Methods for Developing Requests for Operation and MJintenaoce of Plant 



line Item 



Total Biidfiel ' 
(Except Utilities) 



Total Byd'jet 



TflUl 
(E.'.cift llliliiios) 



Total Budoet 

f'laiiiteiiance 

Secjfity 

Administration 
■logislical 

I' 

'I 

■ ' " ■ 

flaiotenance and', 
. and Custodial 

Grounds. 



Jotoj Biifkjet 
(Exu'pt Utiliiios) 



Base Factors 



Gross Square fool 
of [JG eiiildino 
■S|KKe 

GrubS jqijjre feet 
oi IU\ Biiildino 
S|MCo (ind Siiiiloiit 
flf [iirollMoiit 

Cro^iS .M]iiiirG feel 
ofUll HuildiiKj 
'hire 



Cross SqiMre 
feet of E5G ■ 
fig Si'dce 



Cross Square foet 
of [M' Building , 
Space 

Pn-Caiiipiis llead-> 
"cniifft [rirulliiieiit 

■Maintenance and, 
Socurily lliiilfjot 

loti'ij [XG Cudijet , 



Formula factors 



Method of 
Calculation 



Differtntiation 



Rdte-Per Square 
foot ,.. 



Rate Por Siiuaro 
foot 



Sqiiiire Foot - 
Pliysical PKiiit flE 
Unit [Jalios jnd ^at.es , 
for fliysical Plant Unit 

Hate Per Square 
Foot 



liate Per Square Foot 



Rate Per Student 



Percentage 



Percentage 



lotal Square Feel Tiii:es 
Given Rate 



Total Square feet Tlfiics 
]m Student' 
Intensity fjctor 
a GivcD Pate 

fli' Pl'l'Siial riant Units 
]m Given Rjies 



Iota] Square Feel Times 
• a Gii^^n Rate 



Assignable Square feet Jates Per Square Foot 
of ESG/Building Space " 



Acr/)s 



Gross Sqijiirc Feet of 
[SG liuildinij Space 



Rate Per Acre 



lite Per Square Foot 



Total Square Feet 
Times a Given Rate 

Student „fln-Cai!ipys . ^ 
lleadcoufit limes Given 
Rate ' 

A Porcentaye of the 
Base factors 

■A Percciitafje o 
Bdsc factor 

A^siynable Square Feet 
by, Category TiRS Given 
■Ra-fcs ^ 

Tot.il Acres Tiiiie^Gjven 
■Rate, 

Total Square Feet limes 

Given Kate 



Separate Rates for , 
Institutions 

Separate Rates for ^ ■ 
Type of liislitiition . 

Separate Percentagdij for 
Types of'lnsiitiiiibns « 

Separate Pcrceniaijcs for 
Types of InstiUjlions^; 
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Iiible H (Ct)iitiiitioil). 

•foniHjld Hutlinds for Oevelopioy Reiiiicsls for (l|)eriitionMfid fiiintcnafice of Plaiil^ 



' itate 


linn If Pill 




iDIIHIlia 1 JUOl b 


Calculation 


Differentiation 


Hew 'lirsfjy 


Custodial 


of [SGeiiildiiKj 
Spjce 
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Position Ratio and 
.Salary Hates 


flE Positions limcs , 
Given Salary liates- 


Se'parato. Salary Rates for 
'lypes of Institutions 




I i«i llllLIlJIILt^ 
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o( [SG OiiildiiK) 
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lotal Sf|uaie Feet 
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of Institutions 
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South 
Carolina 


M^inistration 
and Service 


Fit [iiiployees, • 

FIF StiidonI*; 
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Mississippi included physical plant with the calculation for institutional support 



predictor- of physical plant expenditures, Pennsy Lyanl a mu I tl piled both • : 
building square feet and student credit hours by given rates while Ohio used 
FTE enrollment times given rates. : ' . 

Inr^slx states, a mul tlformula approach was used By determining separately^ 
the requests for the maf ntenance. custodial services, administration, and 
grounds care components of the physical plant, .All six used gross square feet 
of bu II ding space In determl n 1 ng custod i al care (Kansas, Kentucky, New Jersey, 
South Carol ina. Texas and Wash-f ngton) , and Kansas, Kentucky, and New Jersey 
also used building square feet for determining the requests for maintenance. 
South Carolina, Texas, and Washington applied a percentage of building 
replacement costs to calculate maintenance. Requests for funds for grounds 
care were based on acreage by Kentucky, New Jersey^ and Washington, and by a 
combination of building perimeters, student headcount, and acreage by South 
Carol Ina and Texas. Kansas used a percentage of the total E&G budget. 
Physical Plant administration was calculated separately by four states based on 
maintenance and security budgets (Kansas), on maintenance, custodial, and 
grounds budgets (New Jersey), or on FTE students, FTE employees-, and building 
replacement costs (South Carolina and Texas), 

Two states calculated security requests based on student headcount. 
(Kansas) and FTE enrollment plus building square feet (New Jersey), 

Only Kansas, New Jersey, and Washington provided for institutional 
differentiation through either separate rates or percentages per institution or 
types of Institutions. 



25 



53 



Descriptions of State Budget Formulas and Other Practices 

Of the 44 states that responded to the NCHEMS request for practices used to " 
develop appropriation requests, 24 supplied descriptive I nformat on +h at could 
be used to distinguish between formula budgeting and other Practices. Of these 
24, only 19 states were found to be. using budget formulas. The other 20 states 
responded that budget formulas were not in use. These 20 states did not supply 
the procedures .that they do use for the development of requests for their 
postsecondary Institutions. 

This section describes the IndTvldual formulas on which the comparative 
analysis in the last section is..based. It also describes separate formulas 
reported for community col lege use. Desc/lptlon^ of ^^ate guldel Ines and other 
nonformula, budget development practices are included.;. 

Information about each state budget formula ranged from concise narrative 
summaries to multlvolume documents. The descriptions presented here, describe 
the methodology for developing the appropriation request for each functlona 
level. Each formula description also, includes, if It was supp I I ed, any pol icy 
pertaining to nonstate revenue In the development of the net appropr iat on 
request. Unless It is otherwise noted, these formulas were used statewide and 
pertained to all state-supported institutions of,Ji.Lgber education. "+ should 
atso be understood that funds are not necessarily actual ly appropriated on the 
basis of each formula-produced request;" governors and state legislatures, in 
many cases, modify the requests and fund only percentages of the 
formula-derived amounts. 

L 

' State Budget Formulas for 

Four-Year Colleges and Universities 

V > "■ ' i- 

Alabama « * \ 

The) Alabama Commission on Higher Education '(ACHE) Is the .stale- I eve! , 
agency that coord i nates , both program .of fer I ngs and, since 1975>. the annual 
state appropriation requests for all state postse9ondary institutions. .The 
ACHE util Iz^d the fol lowing formula In devel oping he annua I operati ng budget 
requests for the 1 978-79 .f I seal . year for universities and regional col leges: 

1. Instructfon . . :)V ' 

The formula for Instruction was based 'bn projected student cr^adlt 
■^hours categorized by level of Instruction: undergraduate I, and graduate 
II • and by discipl Ine: -15 academic subdivisions. These subcategories were 
multiplied by weighting factors to obtain total weighted credit hours for 
each Institution. The hours were then multiplied by fixed rates ($37.02 
for universities and $26.39 for Junior colleges^ to determine a total 
budget request for Instruction. 

2. Academic Support 

A fixed percentage (5.0) of the total anount calculated for 
instruction was budgeted. 
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Research und Public Service 



A f\iked percentage (4.0) for universities and for Junior colleges of 
the total' amount calculated for Instruction and academic support 
(components one and two) w^s budgeted. 

. Library ^'') 

Projected credit hours were multiplied by five fixed rates—one for 
junior colleges ($2.39) and four for universities ( rang i ng , from $3.28 for 
undergraduate to $28.21 for graduate II). 

i. Student Services and General Administration 

Actual fall (1977) headcount . was multiplied by given rates per student 
for six levels of enrollment: 

a. I nstltutlo.ns with headcount under 4,000 

First 1 .000 $300,000.00 base 

Next 1.500 150.96 per student 

Next 1 .499 103.98 per student 

b. Institutions with headcount 4,000 and over ^ 

First 4,000 $170.60 per student 

Next 4,000 1Z7.26 per student 

Over 8,000 114.66 per student 

5. Physical Plant Operation and Maintenance 

Rebommended funding was based on gross square feet of educational and 
general (E&G) building space times a given rate ($1.69). Utilities were 
calcufated separately by multiplying E&G gross square feet by rates for 
each institution (based on 1976-77 actual +:Pf '^^f ^!:!°°+ P'jL+inn^ 
increases of 25 percent and 20 percent for 1977-78 and 1978-79 inflation). 

7. General Institutional Expense 

This term was designed as a general category into which various / 
activities such as campus security, alumni affairs, and administrative 
computing could be grouped conveniently. The funding request for this 
component was derived by multiplying the total amount for al I other 
components (1 through 6) by a given percentage (2.0). 

8. Revenue Deduct? oh 

A percentage (90.0)' of the average tuition' and fees per on-campus 
credit hour of instruction charged by each institution for fall 1977 was 
multiplied by the total unweighted projected student credit hours to 
determine the total revenue deduction for universities. 




Arkansas 



Formula budgeting has been used In Arkansas since 1970. It Is coordinated 
by the Department of Higher Education. The biennial operati ng requests of the 
senior colleges and universities and community colleges must be submitted 
through the Department of Higher Education, The formula used in developing the 
1980-82 blennlum request is described below for six functional areas. 

1. Teaching Salaries 

Semester credit hours were projected for six levels of Instruction:^ 
lower division — nonoccupational, lower division — occupational, upper ( 
division, master's, specialist, ancj doctoral. These projections were used 
with credit hour and faculty ratios (rang Ing f ran 707:1 for lower 
division — nonoccupatlonal~to 147:1 for doctoral) to determine PTE faculty 
positions by level of Instruction. Total calculated PTE faculty positions 
by level were multiplied by nine-month salary rates for each fiscal year to 
yield the total Instructional-salary request, 

2. Departmental Operations and Instructional Administration 

Total student semester hours by level of Instruction (lower 
division — nonoccupational , lower dlvT'slon — occupational . upper, division, 
mastery's, specialist and doctoral) were multlpl led by given rates per level 
for each fiscal year (ranging from $8.39 for lower 
division — nonoccupational —to $52,23 for specialist and doctoral In 
1979-80)- 

3. Staff Benef Its . 

Staff benefits were calculated as a percentage of the total- 
unrestricted educational and general salary base (19.9 percent for PV 
.1979-80 and 20.5 percent for PY 1980 -81). 

4. Physical PI ant 'Operati on and Mai ntenance 

) Gross square feet of E&G building space multiplied by a 
student- Intensity factor (gross square feet divided by PTE enrol lment, 
divided by given rates'for senior and two-year Institutions), times a given 
rate per square foot (^$2.07 for PY 1979-80 and $2.28 f or >Y 1980-81) 
yielded the total budget request. ' 

5. Scholarships and Student Aid 

Total projected student credit hours times given rates for senior 
($0.96) and community colleges ($0.66) were used to develop the total 
request for student aid. 

6. Library 

Projected student credit hours "^t four levels of Instruction (lower - 
division, upper division* master's, speci al 1st and doctoral) multiplied by 
given rates per level for each year ($3.34 to $22.46 for PY 1979-80, and 
$3.84 to $25.83 for PY 1980-81), plus a base of $75,000 yielded the library 
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or-npr^'-onera-tlna budqet requests. (Separate requests for 
?tErar;-cotlectk.n additions wore Included In capital -out I ay requests.) 

Institutional Support 

Projected student credit hours (SCH) were multi plied by rates given 
for aggregate levels as follows: 

■ 1Q79-8Q jm-_Sl 

Initial base anount $290,125.00 $311,844.00 ; 

First 25,000 SCH 14.00 ^.yi 

Next 75.000 SCH . 10.55 11-^4 



Next 100.000 SCH 



,9.87 10.61 



Al I over 200.000 SCH 4.29 4.51 

The total amount calculated above was reduced by an allowance for service 

credits to auxiliary enterprises. It was computed as a percentage of total 
auxi I iary income: 

- 1 .50 percent of f i rst ^$1^.000 ,000 • ■ 

0.75 percent of next \$1. 000,000 

0.50 percent of next $1,000,000 

0.25 percent of all over $3,000,000 

8. Revenue Deductions - 

i-otal unrestricted income. was considered in arriving at the amount to 

p^r-Ud ItI rn-s?ate*::d'c^t'of-state enrol inents by . a given rate per 



FTE. 



Q plorado 

. The Colorado Commission on Higher Education (CCHE) JfJ formulas for ^ 
developing the 1.980 -81 annual budget requests for the fol lowing budget areas. .. 

1. Instruction (Faculty Only) 

Full-time-equivalent student enrollment was divided by s+';den|- facu I ty 
ratios or ^r levels of instruction (lower division, upper d vision, 
ratios tor ' ,^.^^5 33 academic areas to determine the total 

graduate I and graduate instructional personnel were 

r ^ed y^ I t P g'?orml" FTE positions by the average faculty sal ary 
at each iL? tution. (The. CCHE took the position that f^cu I ty . sj I ary 
virtatfons at institutions reflect the different markets in which those 
institutions compete.) 

2. Library 

Library-employee FTE positions vyere determined by formula and were 
based on four separate calculations: 
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a. Patron hse . This was determined by dividing the sum of weighted 
faculty and students by 300; the weighted factors were used to 
differentiate among staffing loads Imposed at each level of Instruction 
and were as f ol lows: „ \ 



Students Faculty 

Lower Division 1 .0^ 1 ,5 

Upper Division 1 .8 ^ 2.0 

Graduate I 4.0 4.0 

Graduate II 6.0 8.0 



^ 1.25 for community colleges 

b. Branch- I tbrary services . This was determined by dividing the actual 
^number of service hours by a fixed average and multiplying the result 
by 5.5 as f ol lows: 

(Number of service hours) X 5.5^= PTE positions 
4450 

c. Media services . This was determined by multiplying the sum of the 
associate-degree program and half the value of certificate programs by 
.0525. 

d. Sponsored research and contracts . This was the actual number of PTE 
positions that were aval I abj e through . Ind I rect-cost recovery. 

Total I Ibrary-empl oyee PTE posltl ons were the sum of the patron, branch, 
medla-serv Ices, and sponsored-research calculations. 

The I Ibrary-acqu Isl tlons budget request was dev.eloped by multiplying a 
volume-equivalent number that was Indicative of each Institution's role and 
mission by the^lnstltutlon's average cost per volume In the previous year. 
Volume-equivalent numbers were cteterml ned ' by mu I tl p I y I ng the totals number 
of volumes published annual ly by discipline by the percentage that each 
Institution would normal ly be expected. to purchase. 

Physical Plant Operation and Maintenance 

Gross square feet of building space was used In determining 
physical-plant PTE positions using the following formula: 

Physical-Plant Employee PTE = Gross Square Feet 

8*500 + 0.001 (gross sq. ft.) 

Total PTE positions were then mul tl pi led by a unit cost (statewide average 
cost per PTE of total phy^slcal-pl ant budgets) to obtain th^ total budget 
request. 

In addition to these three areas. Colorado was also developing formulas 
for use In determining budget requests for:. Instruction (supporting staff, 
current expense, and travel). Institutional support, student services, and 
capital outlay. 

"''31 ■ . •. ■ • ■ 
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The state of Florida uses a formula to develop and analyze the 
appropriation requests of the nine senior Institutions that make up the Stcte 
University System. With the 1979 budget period, the state Ngan making ^ 
biennial appropriations. The formula used In developing ihe 1980-82 request 
for senior institutions was, as follows: 

1 . Academic Salaries 

Estimated total student credit hours by Ipvel of instruction (basod on 
an annual average) were divided by faculty credit-hour ratios (41^.3 lower 
division, 302.0 upper division. 232.2 graduate, and 67.0 thesis o!" 
dissertation) to determine total FTF teaching positions^ 

Research FTE positions were based on FIE teaching positions according 
-Ko g i ven rati OS by -level of Instruction: 1:12 for I ower and upper division 
a\d 1:3.4 ?or^ graduate and thesis or dissertation. 

Academic-advisement positions were generated on one FTE position for 
each\244 FTE students. 

. ; / ■ ' 

Public-service FTE positions were getleratsd on one FTE position for 
each 48 FTE teaching positions. - 

Academic-administration positions ware generated on one FTE position 
for each 13 instructional, research, academlc-advlsenient. and 
public-service positions calculated. 

Total academic FTE positions generated were mu I ti pi I ed by a g I ven 
average salary f Igui cjor tho State University System to calculate the 
total sialary base. 

2. ' Non- Academic Salaries 

Non-fuciJlty, support positions were dstennlned by al [owing one FTE 
position per 2.85 academic FTE positions 8«narated. Total FTE support 
positions times rctual . sa I ary scales yielded the amount requested for the 
sal ary base. 

,3. Other Instructional Non-Salary Operating Expenses 

Ful^ds for costs of operati-ng-bu dge+ support were based on a f Ixed . 
aii^ount per F'l il academic position. 

4. Library ■ - - 

Book budgets attanpt to close the gap between existing holdings and 
standards set by the number of graduate programs, doctoral degrees awarded, 
facul-^v pc-UIons, and students enrolled. A ratio of annual purchases to 
the tola! standard holdings (1.85 percent) was used In connection with an 
avera&6 co:t per volume to calculate the total - book -acquisition funds 
requested. 
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5. All Other 

The cinounts for library operation, operation and maintenance of 
physical pi ant/student serv Ic6s. and Institutional support were determined 
on an Incremental nonformula basis. 

6. Revenue Deductions 

Total funds estimated fr6m student fees, Indirect cost recover I es, and 
other sources were deducted to arrive at the net appropriation, request. 

Georgia 

\ 

The state of Georgia hasXused formulas for developing annual appropriation 
.^requests since 1963, when the regents of the University System of Georgia first 
' Introduced' them. A major formula overhaul was undertaken In 1973, when a 
formula revision study was conducted by Individuals from various Institutions 
In the University Systan of Georgia. The revised formula of 1973 was still In 
use In 1979 and consisted of the following components: 

1. Instruction and Research 

Faculty FTE positions were based on ratios of student credit hours to 
faculty at three I evel s of Instruct lori (lower division 1.500:1. upper 
division 1.080:1. and graduate and professional 550:1). 

Research personnel FTE positions were based on a ratio of one FTE 
position for each graduate- and professional-faculty FTE position. 

Academic-administration FTE positions were determined on a 
faculty- administrator ratio of 15 to 1. 

Nonacademic FTE positions were based on a ratio of 1 to 3 with 
academic FTE positions. 

Academic and nonacademic salaries were budgeted at given rates per 
type of FTE position. Operating expenses were budgeted at given rates per 
FTE academic position. 

2. Ex-tens I oh and Public Service * 

/ 

Funds were requested on the basis of projected Continuing Education 
Unit (^EU) production at given rates per CEU. 

3. General Administration, * I nstitutlonal Support . and Student Services 

Funds were budgeted at a percentage (19.6) of the total amount 
requested for Instruction and research, and extension and public service 
(el ements 1 and 2) • - , 
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4. Physical Plant Operation and Maintenance 

The amount roquosted was based on rater, per square foot of E&G 
building space. Separate nonformula ar)ount£ for major repairs and 
replacements were requested. 

5. Libraries 

Funds requested were based on a percentage (9.0) 6f instruction and 
research plus extension and public service. 

The total amount calculated by the formula plus nonformula additions 
became the total education and general annual operating budget request. 



The Kansas Board of Regents has the responsi bi I ity for coordinating and 
approving the annua I appropr i ati on requests of six state unlversiti es and one 
technical institute. The formula used, or developing the request for FY 
1980-81 consisted of the fol lowing components: 



Actual student credit hours generated during the preceding year, by 
' academic discipl ine and by level of I nstruct I on ( I ower d I vi sion, upper 
division, graduate I. and graduate II), were multiplied by given rates per 

credit hour for each discipline and level of Instruction to dete ne the 

. total anount for instruction. Separate rates based on averages of 
benchmark institutions were specified for four types of institutions. 

2. Organized Research 

Units of research (based on enrol liTient weighted for undergraduate 
prograns. types of master's programs, and types of doctoral prograns-) time 
rates for each type of institution yielded the total request for research. 

3. Library 

FtE students weighted for level of instruction were multiplied by 
rates for each type of institution to calculate the amount requested. 

4. Academic ^i^^dm in i strati on and Support 



The total academic-support request was" based on a percentage that 
ranged from 8.93 for Kansas State to 6.91 for the three regional 
universities, " • ' •. 



5. Student Services . 

The amount for student service was calculated by multiplying given 
rates ($190.86 for University of Kansas. $133.92- for Kansas State 
University. $156.12 for -Wichita State Uni versify, and $170.50 for the. three 
regional universities) timep head.counts of students enrolled In the 
prev lous year. , ^ , . 



1. Instruction 
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6. Institutional Support 



The total amount requested for Instruction, research, academic 
support, student services, and physical plant was multiplied by percentage 
factors (separate factors for each type of Institution) to yield the total 
request. 



a. Maintenance budgets were based on total E&G gross square feet of 
building space times given rates (by type of Institution). 

b. Security costs were based on total on-campus enrollment times given 
rates (by type of Institution) 

c. Grounds expend Itures were based on existing budget 

d. Physical plant administration was calculated as a percentage (by type 
of Institution) of the total amount calculated for maintenance, 
security, grounds, and logistical services. 

» 

e. Logistical Services was based on a percentage (by type of Institution) 
of the total amount for Instruction, research, academic support, and 
student services. 

Since the formula-derived amount was based on enrollment data two years 
prior to the funding period In consideration, adjustments from the base to the 
current year were made. The adjusted total, less any budget overhead 
recoveries, became the formula appropriation request. For comparison purposes/ 
appropriation requests based on continuation of programs at the base year (plus 
Inflation) level are shown In the appropriation request. 



The Kentucky Council on Higher Education published formula guidelines for 
use by all state colleges and universities In developing appropriation requests 
for the 1980-81 fiscal year. Each request represents a combination of program 
funding and formu I a-generated figures. The formula components for 1980-81 were 
as fol lows: ' 



Total Instructional requests were calculated by multiplying PTE 
faculty positions by given salary rates. PTE faculty positions were a 
function of PTE students divided by student- faculty ratios for each type of 
Institution (community colleges and universities), level of Instruction 
(lowier d Ivlslon. upper division, master's, professional, and doctoral ) , and 
twenty academic areas. Academic support was calculated as a percentage 
(20.0) of the total Instruction request. An additional al lowance of $85 
per freshman or sophomore with an. ACT score less than 12 was added for 
preparatory Instruction. / 



7. Physical Plant Maintenance and pperatl-on 




Kentucky 



1. Instruction and Academic Support 
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Departmental F<esoarch 

An allowance for Individual and project roscarch (other than medical 
or dental) was calculated as a percentage (10.0) of total faculty 
compensation plus a percentage (5.0) of the total budgeted sponsored 
research times a given I nsti tuttonal -compi exity factor. 

Libraries 

Total base-^yoar student credit hours by level of^ Instruction 
(undergraduate, masters, law. and doctoral) times given rates yielded the 
recommended amount for libraries. 

Student Services and Institutional Support ^ 

The anount requested was based on headcount enrollment times given 
rates as fol lows: 

a. Institutions with Student Headcount 4,000 and Under 

First 1.000 $831, 390,00 (base) 

Next 1 .500 41 1 .44 per student 

Next 1.500 306.91 per student 

Plus li of State Support of Primary Programs 
(Instruction and Research) 

b. Institutions with Student Headcount Over 4,000 

First 4,000 $440.24 per student 

Next 4,000 328.39 per student 

Over 8,000 295.88 per student 

Plus 7% of State Support for Primary Programs . 
(Instruction and Research) 

Physical Plant Operation and Maintenance 

This budget was calculated in three categories: 

a. Custodial and General Maintenance. Total assignable square feet of 
bulldina space by category (general, support, or medical) times given 
rates per square foot ($2.18, $1.82, and $2.92) yielded the request fo 
custodial and general maintenance. 

b. Utilities. Actual base year budget plus a percentage increase (20.0) 
^ was used to develop total utility requests. 



c. 



Landscaping and Grounds. Total number of acres times a given rate 
($1,239) per acre.^iel ded the requested amount. 



Scholarships and Fellowships 

An allowance of $40 per PTE student enrollment was used to calculate 
the total amount requested for student aid. 
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7. Revenue Deductions 

Total tuition and fee revenues anticipated were doductod from tho 
total formula and nonformula (program-funded) request to arrive at the net 
appropriation request. 

The Board of Regents has used formulas since 1971 In developing the 
state-appropriation requests of the state colleges and universities In 
Louisiana. The formula used for FY 1980-81 consl^sted of the following 
components: I 

1. Instruction. Departmental Research, and Academic Support 

Total student credit hours (current year) were aggregated by level 
(lower division, upper division, lower nursing, upper nursing, master's. 
' master's nursing, special Ist-professlonal. and doctoral) and by lower or 
higher cost areas, and multiplied by given rates per level and cost area. 
(The rates reflected average Southern Regional Educational Board 
expenditures by function.) The result was 100 percent of the total student 
credit hour funding. In addition, all Institutions received a flat sum of 
$1,084,482 for fixed administrative and support costs. 

2. All Other Functional Areas 

The amount budgeted for the current year was multiplied by a | 

percentage (7.5 plus a .10 percent Inf latlon factor ) to arrive at the total 

request for a I ! other areas. i 

... ■ ■ ' 

The Board of Trustees of State Institutions of Higher Learning uses a 
formula for developing annual appropriation requests for th^ eight senior/ 
universities In that state. The formula used for developing the FY 1980-^1 
requests consisted of four components: ^- ^ 

1 , I nstruct ion / ' 

./ 

Total student credit hours by level (lower division, upper division, 
and graduate) and by discipline (twenty-six areas) were multiplied by given 
rates per student credit hour for three types of Institutions j 
(comprehensive, urban, and regional without doctoral program). These 
calculated amounts represented the total Instructional budget. 

2. General Administration. Library, Student Services, and Physical Plant 
Operation and Maintenance . . - / 

A percentage--47.0 percent for urban and comprehensive Institutions 
and 50.0 percent for regional universities — of the total amount calculated 
for Instruction was used to determine the budget. 
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3. RosGurcli 



A pcrcnntacjG-G.O porcervl for comprohonsi vo and urban InslMutlonJ. and 
2 0 percent for r OS I ona I uni verr,ItIe5-of total Instructional costs was 
u;Gd'^?o calculate the ror,oarch budget. Tho total, of tho/fhroe components 
plus an Inflationary allowance (9.5 percent) roprosontod the total LAG 
budget for each Institution. 

4. ,1 ncome Deduct! on 

A nercentage— 32.0 percent for comprehensive. 30.0 percent for urban, 
and 26.0 percent for regional uni vers i t| es-of the total E&G budget was 
deducted to arrive at the not appropriation roquost. 

The (Missouri Department for ftigher Education uses formula funding in 
developing the annual appropriation request for the eight regional univerGities 
and colleges (Uni vers I ty of Mi ssour I excluded) in that state. Tho formula used 
for FY 1979-80 consisted of the fol lowing components: 

1. Instruction 

Using average costs per student credit hour within five broad academic 
categories (agriculture, biological and physical sciences, general, 
education and health, and fine arts), total Instructional ^^J^jf , . 

developed by multiplying actual credit-hour production (weighted by level) 
?r.^ the a plicable rates. (An econcmy-of-scal e adjustment was.^made or 
iree smalle? institutions.) After adding a percentage for 1"^'^+ o ^^^^ a 
percentage (plus or minus) for two-year enrollment changes, the result 
represented the total request for instruction. 

2. Library 

Beginning with a fixed base of $500,0CD. ^-^ch institution received an 
additional sum ($81.00 for FY 1979-80) per HL student bver 3.500. The 
total anount was increased for inflation (25 percent for FY 1979-80). 

3. General Support (Academic and Institutional) 

FTE enrollment for the previous year times given rates per FTE 
(c;eDarate rates for four types of Institutions) and adjustments for 
. Inflation yielded ^he total emount requested for academic and institutional 
support. 

4. Physical-Plant Operation and Maintenance 

Total gross square feet of E&G building space was multiplied by a 
given rate ($1.32) per square foot. 

5. Other amounts for student aid, utilities, pub I ic serv Ice- and research were 
based on actual expenditures adjusted for inflation. 



65 



6/ RovGnuo Ooductlon 

Estimated student and othor nonrostr Icted rovonuo was deducted to 
arrive at the net appropriation roquo!p+?i 

Tho Board of Regents uses a formula In developing the annual appropriation 
requests for Montana^s four-year col leges and universities. Tho formula used 
for 1979-00 consisted of the following components: 

1 . Faculty Sal ar les 

FTE faculty positions were based on a three-year moving average of 
enrollment using a separate student-faculty ratio for each^'f n^i tut Ion. 
Total FTE faculty positions tlrrios given salary rates (separat^ rates for 
different types of Institutions) yielded the funding requesteij for faculty 
salaries. ' 

?. All Othor Personnel Salaries 

The actual average cor.t per student (by Institution) for the previous 
year was multiplied by the three-year moving a\/erage of enrollment to 
determine a base f^ount to which salary I ncr eases, and special adjustments 
were added. 

3. Operating Expenses 

The previous yearns budget base was adjusted for enrollment changes 
(using a three-year moving average) at a percentage margin (25.0 In FY 
1979-80); that Is. If enrollment Increased or decreased by 12 percent, 
operating budgets were Increased or decreased by 3. percent. In addition. 
Increases for utilities. Inflation, and special adjustments were added to 
arrive at the appropriation request for nonporsonal operati ng expenses. 

4. Equipment 

Average expenditures per FTE for equipment (by Institution) over the 
past four years were multiplied by a three-year moving average of 
enrollment and Increased for Inflation to obtain tho amount requested for 
equipment. 

5. Student Aid 

The average expenditure per FTE (by Institution) for the previous year 
was multiplied by the three-year moving enrol Iment, averages to obtain the 
student-aid request. 

The sum of the personnel-salary components, operating expenses, equipment, 
and student aid represented the appropriation request. 
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Tho N..W Jersey Dopcirtmunt of Higher tclucuti on ur.ecl formulcis " J' 
tho approprlc-.1-ion r oquo.t. for ttuH .tale', public collGgo. and univor.lHer, as 
fol lowf.: 

1. Instruction 

Total FTE fciculty positions wore doterminod using student-faculty 
ratios by level (lower division, upper division, emd graduate) and by 
certatn disciplines. Total FTE facuh-y positions 1 1 mes g ven sa I ary rates 
yloldod tho total request for instructional salaries. All other 
Instructional costs were determined as a percentage of total Instruct I ond I 
sal arioG as fol low!.: 

Rutgers .S±Q±e_Cill.LeafiS 

Departmental Research 7.5^ ^ • 

Academic Administration 6.0^ 
Educational Development 2.04$ 

Instructional Support 21 .0$ 

2. Library. General Administration, Student Services. Student Aid, and 
Institutional Support 

Total FTE students were multiplied by given rptes ($1,137 for Rutgers. 
$830 for two colleges, and $780 for all others) to compute the request for 
General Support. ^ 

3. Physical-Plant Operation and Maintenance 

a. Custodial. Total gross square feet of E&G building space was divided 
by ratios of square feet to FTE positions (12,000 and 150.000 per 

• position) to arrive at FTE positions al lowed. (An al lowance for annual 
leave and sick leave plus supervision was also included.) 
positibns (both supervisory and nonsuperv i sory 'l'^^^,'"^ +'P"f.;^^5LMi 
average salary rates to determine total custod I al sal pri es. Custodial 
supplies were calculated by Increasing the current budget by 1.0 
percent. 

b. Building Maintenance. Total gross square feet by type of building was 
multiplied by given rates per square foot to calculate the maintenance 
request. 

Grounds. One FTE position was budgeted for each 4, 8, 16, and 32 acres 
of class I. II, III, and IV grounds. One of each five positions (or 
five percent) was considered supervisory. Total FTE positions t mes 
average salary rates (separate for supervisor and f P ' °V;^^J^ ^' 
the total salary request. The current year's suppjy budget plus an 
Inflation factor (seven percent) yielded the supply request. 

Administration. Total c^ount cal cu I ated f or a b and c above, tl mes , 
an administrative allowance (percentage) yielded the total 
administrative request. 
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c. 



d. 



e. Security, Total gross square feet times a given dollar allowance ($.18 
and $,36), plus on-campus FTE times a dollar al lowance ($26), yielded 
the total request for security. 

f. Other. The total budget request for utilities, garbage col lection, 
veh Icte repal r, and Insurance, was calculated using the current budget 
times an Inflation allowance. 

4. Income Deduction 

Total expected student-fee revenue was deducted from the total E&G 
formula-generated request to arrive at the net appropriation request. 

OJtilQ 

The Ohio Board 'of Regents uses program-expenditu re models based on 
particular programs of Instruction for developing the biennial appropriation 
requests f or th^ forty state-assisted colleges and universities under Its 
Jurisdiction. For the ! 97 9-81 blennlum. sixteen program-expenditure 
models — not unlike formulas — were used. Each model was applied to calculate an 
expenditure per FTE student for each , year. Total projected FTE enrollment for 
each instlfutlon by program area was then multiplied by the expenditure per 
student derived by^ each model. Each model consisted of, the following 
components: 

1. Instruction and Departmental Research 

Using given student-faculty ratios and average faculty salaries for 
that given progr^an area, a per fn"E student-faculty cost was calculated. 
Al Lowances per student for operati ng budgets, administrative and support 
salaries, and equipment' were also calculated. ' 

2. Academic Support 

Average costs per student by program area were calculated and 
1 ncl uded. 

3. Student Services <3 

Allowances per FTE student based on historical expenditures by program 
were g Iven. 

4. Institutional Support, ^ 

Allowances per FTE student based on historical expondityres by program 
were g 1 ven. - i 

5. Physical Plant \ . 

" ■ - *■ . ' • — 

Allowances per FTE student based on historical expend itures by program 
were g Iven. 

6. Revenue Deduction 



^^ . All Income, from external sources (other than state subs dies and 
student fees) was deducted from institutional expenses In calculdting the 
prrs?;dent support of each program-expenditure model. Each model Inc lauded 
Inflatlonallowances for salaries andoperating budgets. 

Okl ahoma "' ' ' , . 

The Oklahoma State Regents for Higher Education have the ^^^P°"^'^I I I ty 
for recommending annually to the governor and the ' ^ji si ature an al location of 
state funds for each of the twenty-seven colleges ' ^ 

eight constituent agencies Included In the Oklahoma State Syst^ of Higher 
Education. 

^tartlnq in FY 1973-74, Oklahoma began to phase out the "base formula with 
percentage d istr ibutlcn" approach and had, by FY 1975-76. adopted a formula 
based on educational -progran costs for twenty-five institutions. The same 
method was used for developing the FY 1979-80 request. The educational 
programs used in the Oklahoma formula were: ' , 

1 Instructional Progran (includes resident Instruction, Instructional 
support, library.. Institutional support, student service- and 
physical-plant operation and maintenance) 

Average costs per FTE student, at three I evel s f or each i nstruct I onal 
program (major)-, were used with projected FTE ^/'^ ^^^'^^en 

Votal Instructional-progran budget. Separate average-cost rates^have been 
developed for comprehensive research universities, regional universities, 
special Ized'col leges, and community colleges. 

2, Organized Research 

Funds were budgeted :at.. a percentage (12.0 percent for research 
..niverslties, 1:22 percent for regional' unlversit es and specialized 
colleges, and 0.55 percent for community colleges) of the total 
Instructional-program budget. • 

3. Extension and Public Service v . 

Funds were budgeted at a percentage (8.0 for research ^^rs ft! es, 
1.39 for regional universities and specialized colleges, and 0.45 for 
community colleges) of the total instructional -program budget. 

. The sum of these three components represents the total E&G budget. From . 

thi- was deducted total estimated revenue (student fees plus sale ot 
^dica^fonal services) to arrive at the net state-appropr I ati on request for each 
institution. 

Pig pnsy IvanI a , ^ 

The Pennsylvania Department of Education coordlnrres the budget requests 
for the forty-four higher education Institutions, '"c! ud I ng state-owned • 
CO leges and universities .(14). state-related '^^II-^^^-, ^ > jjf tn.le 
private colleges and universities (13), and community ^9es (14). A single 
l^ne-Item appropriation Is enacted annually by the Pennsyl van{.i General 
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Assembly for the fourteen state colleges and universities; the amount allocated 
to. each Institution Is determined through a formula by the Department of 
Education, The formula used for determfnl ng each Institution's share of the FY 
1980-81 appropriation Is described below. 

Individual Institution-base budgets are calculated using a regression 
technique that relates costs tc Instruction-credit or v/elghted credit-hour 
production and physical size. The concept developed from research involving 
mujtti pie- I i near- regress ion techniques that found: 

1, Among a sizable number of variables, credit hours were the best 
indicator of FTE faculty requirements, 

2, Similarly, FTE faculty was the best predictor of direct cost. 

Standard student-faculty ratios have been developed by fitting regression 
lines through scatter points representing, for each institution, student 
faculty ratios plotted against credit-hour production by discipline and at each 
level of instruction, (The regression I ine represented the col lect ive staffing 
pattern of the fourteen colleges and universities,) Empirically established ' 
reKati onsh ips between FTE faculty and direct costs have also been developed 
from historical cost data, 

/ * . 

1 instruct ion . j 

Credit-hour production was divided by the student-faculty ratios given 
by the regression techniques described above, for each discipline and level 
of instruction, to obtain PTE faculty, A regression Is performed of 
FTE-faculty positions against actual direct institutional cost to obtain 
predicted instructional costs. 

2, Academic Support 

Base-budget costs are determined by performing a regression of total 
actual academic-support costs for 3l I Institutions against the weighted 
credit-hour production, 

3, Student Services 

A regression was performed of total student-service costs of all 
institutions by weighted credit-hour production, 

4, Institutional Support. 

/ A regression Is performed of total !nstl tut lonal -support costs of all 
institutions against credit-hour production, 

5, /Physical-PI ant Operation and Maintenance 

A regression Is performed of total physi cal -pi ant costs of al I 
institutions by credit-hour production and gross square feet of building > 
space, \ 
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6. Revenue Deductions 

Total anticipated student fees are subtracted from the total 
formula-generated expenses' to obtai n the base budget. 

Each institution's percentage share of the total base budget determines 
Its proportionate share of the state appropriation. 

South Ca roJJ-Qfl 

The South Carolina Commission on Higher Education has the responsibility 
for coordinating, reviewing, and making recommendations ^°"^^''"!"9 +he ann al 
state appropriation for all senior public colleges end universities and. since 
1Q78. the appropriations applicable to the associate-degree progr.-^s of the 16 
two-Uar community colleges and technical schools. The formulas and gu . de I i nes 
used for developing the FY 1980 -81 appropriation requests were as follows: . 

1. Instruction 

Actual fall student-credit hours were used to determine PTE faculty 
positions, using student-faculty ratios spec i f led for -J-hree levels of 

nstr cti^n (undergraduate, graduate 1 . and graduate. 2 with |h;rty-four 
academic disciplines. Faculty salaries were determined by mult p ying FTE 
teachi g pos^tfons per academic discipline by salary rates specif ed for ■ 
eardrscipline by type of institution (doctoral, master's, baccalaureate, 
and twc^year branches of four-year institutions). 

Other, instructional expenses were calculated as Percentages of +otal 
faculty salaries by level, discipline, and type, of institution. After the 
tSa inSructionai-support expenses were determined, an adjustment was 
ma^ forTraduate teaching assistants (GTAs): the difference between 
aleraae faculty salaries (by discipline) and average GTA salaries from the 
frevtfus rear was multiplied by the number of GTAs at each Institution, ana 
./this was deducted from the amount for total salaries. 

2'. Academic Support , 
/ - The anount requested was calculated as a percentage (1^.0) of total 
instructional expenses. 

3. Libraries 

- The anount requested for libraries was calculated as a percentage 
(10.0). of total instructional expenses. 

4. Student Services 

■ Total fal I headcount and student-credit hours for the current year 
were multipl led by given rates applied as fol lows: . 

First 4,000 headcount $150 per student 
Second 4,000 headcount $125 per student 
Next 4,000 headcount $100 per student . 
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All over 12,000 headcount $75 per student 
Plus total credit hours $4 per credit hour 



Rese arch 

Research requests were calculated as a percentage (25.0) of total 
prior-year, sponsored-research and restricted-research expenditures at. each 
institution, . " 

Publ Ic Service 

Total publ Ic-servlce requests were limited to a percentage (25.0) of 
prior-year sponsored expenditures and nongeneral ~f und expenditures for 
pub I Ic serv Ice at each institution. 

Physical-Plant Operation and Maintenance 

Separate formulas were applied In calculating general, physical-plant 
services, bulldljig maintenance, custodial services, and grounds 
maintenance. 

a. General Physical-Plant Services. Total current FTE employees (FTEE), 
total •current'^ FTE students (FTES), total replacement cost of E&G 

'buildings (RGB), and the average hourly rates for services (SW) were 
the factors used In the. fol lowing equation for the request amount: 

General Physical-Plant Services — 

(SW[FTES + (2 X FTEE)] X 3,90) + (RGB X ,0028) 

RGB was determined by apply Ing the cost- i'ndex factors from Madifills. / 
Handy Appraisal Chart to the original construction cost of each / 
education and general bu M d Ing; SW was obtained from the Survey of /" 
Current Business for January 1979. 

' . ' ' ' . ■ ' ■ ■ // . 

b. Building Maintenance, Total replacement cost of E&G buildings tlmes^/ 
.maintenance cost factors for different types of building construction 
for buildings with, and without al r-condit loning yields the total / 
request. Cost factors were: / 



PiilNInq Chnstructlon j: 
Wood-Frame "Masohry /; 



With Air- // 
Conditioning 1.90. 1 .45 1 .25 \ ' ~ji 

Without Air- /' 
Conditioning 1.75 1 .30 1 .10 // 

• ■ ■ . • , , • ■ . ■ // 

.Custodial-Services. Total E&G gross square feet of bu 1 1 ding /space - , 
(GSF) and average hourly wages (SW) for services (taken from//the Siir.V.e.y 

of Current Business ) were factors In the fol lowing equation .^or amount 
requested: , ' jj 



Custodla{ Services - x 1.064 x 22.400 x 2O80 x 1.2 



d. Grounds Maintenance. To+al linear feet of the perimeter of a| I E&6 • 
buildings (P), the student headcount from the previous fall semester 
(HGK total acres of regularly nialntained lawns and grounds (L), and 
tb 9 average hourly wages (SW).for services (taken from the 3<iryey of 
n.;.rrent Busi.iess ) were cofrtilned in the following formula to calculate 
the amount requested: 

Grounds Mafntenance = SW(0.70 P +*122 L + C.50 HO 



e. 



Utilities. Actual prior-year expenditures p I us a percentage per year 
(15.0 for natural gas. 10.0 for other utilities) was used to calculate 
the amount requested. 

8. Institutional Support 

The total anount calculated for the areas above times a percentage 
(15.0) or $100,000 (whichever was larger) yields the amount requested for 
Institutional support. 

9. Revenue Deductions 

Student-fee Income calculated at $300 per FTE for universities ($200 
for colleges and two-year branches) and doubled for out-of-state^students. 
' plus Income from sales and service and any federal support for E&G 
operation was subtracted to arrive at the net appropriation request. 

Tennessee > 

• The Tennessee Hlqher Education Commission Is charged with the development 
and maintenance of a means for equitable distribution of state funds to nine- 
state universities, ten community colleges, and four state technical 
,n3+,+^j+es. For FY 1980 -81 . the -formula consists of the fol lowing components 
appi Icable to al I three major types of Institutions: .,, 

1 . I nstruction .. ■ ' ) 

.Actual student-credit hours from the prior year (l^Y 1978-79) by 
discipline (28 academic areas) and level of instruction ( lower dly slon. 
upper division, master's, professional . and doctoral) f ^ "J'^' + ^P ' 
given rates and by level- with 1 n each discipl Ine . to ^f-^ ' ve^f T^^r^equ^^ 
• amount. The rates were based on an. overal i average per FTE of the l5r+§^nal 
base. Adjustments for enrol Iment changes In the current, year were made 
only If an Institution had Inqurred Increases or decreases that exceeded a 
. fixed range (plus or minus two percent); only the enrollment changes In 
excess of the range I Imlts were entered Into the calculation. 

2. Academic Support (Except Library) 

The anount recommended was a percentage (3.0 tor research ■ . 

universities. 1.7 for regional universities, and 0.8 for comrriun ty colleges 
and ?^hnlcai Institutions.) of the total anount calculated for Instruction. 
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L I brary \- • 

'Total stutient credit hours by Instructional level (weighted by 1.2 for 
science areas) were multiplied by given rates for each /level of Instruction 
(lower, upper, ^master's, professional . and doctoral). / . 

Student Services 

A fixed rate ($142) per headcount student was used to calculate the 
request amount for student services. In addition, a fixed allowance 
($40,000 for community colleges and $300,000 for regional universities) for 
Intercollegiate athletics was Included. 

Public Service 

A^flxed allowance per Institution was permitted according to the 
following schedule: ■ ^ '' 

js:^ Community col leges/technical Institutes: 

$50,000 for FTE enrol Iments up to 2,500 
$75,000 for FTE enrol Iments over 2,500 

b. Universities: 

$100,090 or "0.5 percent of total E&G budget request 
Research (Universities Only) . 

A total of $2,600,000 was recommended and al located as fol lows: 

a. Fifty percent was distributed In proportion to the amount budgeted by 
each institution for research -the prior year 

b. Fifty percent was distributed on the'basls of sponsored-research awards 
to each Instl tutl on , 

Developmental Studies . • 

Community col leges and technical Institutes receive an al lowance of 
one percent of total E&G expenditures. One regional university (Tennessee 
State University) receives an al I owance of 0.5 percent of total E&G 
expenditures. 

I nsti tutl ona I Support 

Allowances are based on FTE students as follows:: 

' ' ' / ' 

a. Community colleges and technical Institutes: » * 
$100,000 plus $190 per FTE student 

/ « ' ' •* 

b. Unlyersltles : 
$23.0 per FTE 



9, Physical-Plant Operiiti on and Maintenance 

. Total square feet of E&G building space was multlp4 led by a g'ven rate 
\($1.20) per square foot and adjusted for .Intensity of usage 0.9 to 11 O.a . . 
Jfercent) and for age of buildings (for space constructed prior to 1960) to 
ylVld the request for buildings and grounds. 

10, Nonformula Components 

Funds for staff benefits, student aid, and ut 1 1 I tl es were based on 
current expenditures plus an Inflation adjustment. 

11. Revenue Deductions 

Deductions Include standardized student fees per FTE ($570 for 
research universities, $480 for regional universities, and $355 for 
community colleges and technical institutions), ^^jf ' , J +^ % ' 
collections, and an allowance for interest Income (1..,.5 percent of total E&G 
expend itures) . 

12. Instructional -Evaluation Allowance 

Institutions were al lowed to add to the next E&G expenditure request 
an amount up to two percent of their total E&G expend'Itures, based on 
^^nmeMcal ratings of 'five instructional variables ^F°^^--P' ^ .^^^^^f, f 
100 maximum points would result in 80 percent" of the 2 percent allowance.) 
The five instruction-evaluation variables were: 

Proportion of el Iglble academic programs accredited (up to 20 poIntsO 

Performance of graduates on a measure of generar educati ona I outcomes 
(up to 20 points) \ . ° 

Performance of graduated on a measure of special ized or major- fie Id 
outcomes (up to 20 points) 



a. 



c. 



d. Evaluation of instructlonVl programs and services by enroUed students, 
recent alumnr. and community and employers (up to 20. points J 



e. 



Peer evaluation of academii^ pro&rans (up to 20 points) 



Texas , . 

Texas has utilized formula fun<^ing for state-supported ^co 1 1 eges and 
u n I vers 1 1 i es s I nee 1 965 . The Texas ^po I lege and , U n I vers I ty System Coo r d I nat I ng 
Board Is responsibl e f or mai ntal ni ng\the formu I a ^j^^^ J ^|!°!^5V'3^,, . 
biennial appropriation requests. The formula used for the 1978-79 blennlum 
consists of eleven components as fol Ipws:^ 

- ' ■■ "\ ■ . ■ 

]. Teach ing Sal aries r 

The anount budgeted for each 'fiscal year was calculated by multiplying 
■ student semester credit hours during the base year at three levels of 
. , Mstructton 'undergraduate, master',s. and doctoral) within nineteen 
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academic areas by rates specified per credit hour for each discipline at 
each level of Instruction, 



Departmental Operatl ng Expenses - 

Student-semester hours In each academic area at each level of , 
instruction were multiplied by given rates per credit hour to determine 
total departmental operating expenses. 

General Administration and Student Services 

The amount requested was based on headcount and sponsored research as 
f ol lows: 

a. Institutions with headcount 4,000 and under 



First 1 .000 
Next 1 .500 
Next 1 .500 



$300,000.00 (base) 

1 16 .21 per student 
80 . 03 per student 



b. Institutions with headcount over 4,000. 



First 4,000 
Next 4,000 
Over 8,000 



$118.59 per student 
110.85 per student 
99.87 per student 



In addition to the amount based on headcount, a percentage (7.5) of the 
base yearns expenditures for sponsored research and one percent' of the 
total appropriation (less amount for general administration and student 
services) was added. 

General Expense 

The amount for general expense was calculated by multiplying base-year 
semester credit hours by given rates as follows: 



First 200.000 
Next 200.000 
Next 200.000 
A I I over 600,000 



$0.97 per credit hour 

1.09 per credit hour 

1 .20 per cred it hour 

1 .32 per credit hour 



I nstr uct i bna I Adm I n i strati on 



A percentage of total calculated faculty salaries was requested for 
instructional administration. The percentage varies by Institution and was' 
calculated by the application of an algebraic formula through which a fixed 
percentage (5.4) was adjusted (according to the credit hours produced 
during the base period and the organizational complexity of each 
Institution) to reflect economies of scale. 



L ibrarles 



./ 



Base-pe/lod semester credit hours by level of Instruction were 
Itlplled py given rates specified for each level: * 
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undergraduate . • S 2.88 per credit hour 

Masters and Professional ^ ° T ^""^h I hnnr 

15.31 pAr credit hour 

Doctoral' 24.80 peV credit hour 



The minimum base was. $225,000 plus- $9.00 per credit hour for schools with a 
total credit hour production of 50.000 or less, and $450,000 for all other 
schools. 

Organizational Research 

The anount recommended was a fixed percentage (70.0) of +he result of 
multiplying an institutional complexity factor times the °f ^^^^1+^ 
salaries (for each year of the biennlum) pUs five percent of the total 
exoendltures for sponsored research during the base year, ihe 
?^'s? t tional complexity factor was calculated by dividing total weig ted 
I^TE students (duringXthe base year) by total FTE students, where total 
enrollments for three\eve|s of instruction (undergraduate, master's, and 
rc^lg anrthree graduate academic groupings (science and engineering, 
teacher eancatl on. and all other) were weighted to reflect 
instruGt|;ona I -program complexity. 

Physical -PI ant General Services 

The anount requested foXeach year of the blenni urn was calcu jated^s 
funct on of (1) average hour I y\earn i ngs for services (SW), ^2) ful l-tlme 
s^uden? enrol Iment (FTSE), (3) \u I l-ti me-equ I val ent «nployees (FTEE>. and 
U) building-replacement costs (to In the following relationship: 

Request = SW(CFTSE + (2 x FTE^X] x 3.90) + (RGB x .0028) 

Building Maintenance 

The anount requested for building maVfenance was calculated by 

Chart) to the actual book value of every E&G building. ' 

. Custodial Services *^*Wv 

Total square feet of E^bullding space times. a given-rate ($0.5358) 
was used In calculating the /otal request for custodial services. 

. Grounds Maintenance 

, Factors used In determining the request tor grounds mainte^ 
Included) average hourly earnings for services (SW), (2) total linear 
• eet of a E&G bu 1 1 d I ng. per Imeter^ (P), (3) total acres of lawns and 
Regularly maintained areas (L), and (4) total fall-semester headcount (E) 
in the. fol lowing formula relationship: 

Request = SV/(. TOP + 122L +.50E) 
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The sum of components 1 through 11 (above) plus funds for rionformula areas 
less estimated revenue become the total appropriation request, i 

Wash ington j 

. ■ ■ 'I 
Formula budgeting In some form has been used In the state of Washington 
since 1955. The Council, for Postsecondary Education coordinates the. 
appropriation-request process and has' Just completed a major revision of the 
Washington formula. The revised formula for use by all state-supported 
four-year Institutions for -FY 1981-82 consists of four components. 

1. Instruction and Academic Support 

Projected student credit hours by level of Instruction (lower 
division, upper division, masters, and doctors) and by discipline (regular 
or high-cost areas~h igh-cost areas Include engineering at two doctoral 
Institutions and architecture, fisheries', and forestry at the University of 
Washington) divided by given credit hour-faculty ratios, yield total FTE 
faculty positions. Total FTE faculty multiplied by the /budgeted percentage 
of formula, yields budgeted FTE faculty. Budgeted percentage of formula 
, was the percentage of formula FTE staffing that tHe Ins,tItutIon actually 
has. This percentage, -therefore, varies by institution. Total budgeted 
FTE faculty plus nonformula FTE^faculty equals total budgeted FTE faculty. 
This number times average faculty salaries (by I nsti tujhl on) yields total 
requested faculty salaries. * j 

Department operati ng budgets iwere determined by multiplying total 
budgeted FTE faculty times a calculated rate per FTE./ Staff benefits were 
calculated based on a given rat^per FTE faculty posl]Hon. 

c ... 1 

2.. Student Services , f 

The base ractor consists of (1) number of studept applications; (2) 
full-time headhunt by level (lower division, upper '^ci I vi sf on, and 
graduate); (3) part-time headcount by level (undergr/aduate and graduate); 
(4) number of c)ct i ve pi acement files; and (5) numberf of dormitory 
residents. State-wide average rates per unit. for epch base factor were 
used to arrive at the total request for student services. 

I 

3. Library / 

The library formula component consists of two/ parts: operations and 
resource-unit acquisitions. - / . 

e. Operations.- Staff FTE positions Include: (1 ) user-rel ated staff based 
on weighted FTE students by level (lower division, upper division, 

master's^ and doctors) plus each Institution's existing base staff , 

posftIons,~dlvI.;ded::by 300;-^^^^ based on two ratios of 

collection size. to >posI tlons (one for existing col lections and one for- . 
new acquisitions); ;and (3) a base staff allowance (three FTE positions / 
for a four-year institution plus two FT.Es per[ branch library and two , 
PTEs for .a commun I t.y co I I ege) . Total FTE staff positions times the 
Institutional budgeted percent of formula times the average salary (per 
. Institution) yiel d's total staff salaries. The institutional budgeted , 
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percent of formula represents the relationship between each 
Institution's actual resource entitlement and the total 
formula-calculated entitlement- Staff benefits were calculated as a 
percentage of salaries. 

Total budgeted FTE positions times a given rate yields the total 
supplies and operating budget exclusive of book purchases. An 
allowance for binding costs was calculated based on the weighted number 
of subscriptions plus the number of volumes to be rebound times the 
Institutional-formula percentage times a given rate per volume, 

b. Resource Units. The budget for collection-acquisition allowance was 
calculated by multiplying a resource-unit entitlement by the average 
cost per unit (by Institution), Resource-unit entitlements were 
derived by multiplying the resource-unit entitlement base (total 
collection size plus the previous year's aeletlons) by a unit-addition 
percentage and by the institutional budgeted percent of formula. 

Physical-Plant Operation and Maintenance 

The physical -plant formula component consists of three sections as 
fol lows: 

a. Building Maintenance- Total building-maintenance budgets were 
calculated by multiplying building-replacement costs by 
maintenance-cost percentages (for air cond It loned and not air 
conditioned bull dings. of wood, masonry, and concrete construction). 
Building-replacement costs were determined by applying cost-Index 
factors (from Mar kel 's Handy AppraUal Chart ) to the actual book value 
of each E4G building. An allowance for utilities maintenance was 
calculated based on ten percent of the bu 1 1 d I ng-mal ntenance costs, 

b. Custodial Services, Total gross square feet of space subject to 
custodial care divided by a ratio for janitors (200,000 to 1) and .for 
window washers (350,000 to 1) yields the total number of FTE positions* 
These totals were Increased by a percentage (1.1375) to allow for sick 
and annual leave, and the' total FTE positions needed were multlpl led by 
an average salary (per Institution) to arrive at the budgeted amount 
for salaries, Tofal FTE positions times a given rate yields the total 
•operations allowance. Equipment-replacement allowance was cal cu I ated 
as a rate per .square foot of serviced building space. Total staff 
salaries plus operating and equipment-replacement allowances equal the 
total custodial, budget, 

c. . Grounds Maintenance, One FTE position was allowed for every 4, 8, 16 

and 32 acres of class I, II, IN, and IV grounds plus one additional 
position per thirteen for sick and annual leave. Total FTE positions 
tlrnes an average annual salary (per Institution) yields total staff 
salaries. Operational costs were based on acres (weighted by class) 
tl rnes a g 1 ven ^rate. 

Amounts for administration, safety and security, lease or rental property. 

power-plant operation, and refuse disposal were nonformula Items, 

Utl I Itles were determined using current rates per square foot (for each 
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Institution) adjusted for degree-days. Increased (or decreased) usage- and 
expected fuel -cost Increases. 

Specialized Community-College Formulas 

Nine states reported the use of separate formulas for exc-luslve 
application to. community colleges and technical Institutes. Summary 
descriptions of these formulas are as fol lows: 

Alabama 

1. Instructional Salaries and Program Support 

Using a student-f acu i ty ratio of 15 to 1 • the total of justified FTE 
positions times an average selary ($15,594 for FY 1977-78) were used to 
determine the total cost per student-contact hour per FTE instructor. This 
rate was Increased by 50.5 percent to al low for all other costs. The 
result was added to an adjustment for mandated salary Increases to yield a 
total -program cost per student-contact hour that, when multiplied by total 
projected student-contact hours, resulted in the total budget request 
before revenue deductions. 



2, Revenue Deduction 

A revenue deduction was calculated by multiplying total production of 
contact hours by the average tuition per contact hour. This figure was 
subtracted from the total formula request to arrive at the recommended 
appropriation before utility adjustment. 

/ 

3. UtII Ity Adjustment 

A utility adjustment was calculated by multiplying total gross 
square feet by a given rate (actual utility cost per square foot In FY 
1976-77 adjusted upward for FY 1977-78) and then subtracting 6.4 percent of 
. the total recommended net appropriation base before pay raises and 
utilities. 

Arizona 

State-operated community colleges were funded according to a formula 
specified by state statute as follows: 

Total Operating Budget 

. An al location per FTE student was given In accordance with the 
following schedule: 



a. All Students — 



$680 per FTE for first 1.000 
$480 per FTE for al^l over 1.000 



b. Additional for 

VocatI ona I -Techn I ca I 
Students — 



$Z/2 per FTE for first 1.000 
$176 per FTE for al I over 1 .000 
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F lorida 

The funding formula for community colleges uses student PTE enrollment by 
discipline (advanced and professional, occupational, developmenta . and 
community instruction) weighted by cost-level indexes and T'! P'l^J '^L- 3'"'" 
support level per PTE student. (Separate levels of support were gjven for 
large and" smal I colleges based on actual costs per PTE student.) These 
calculations result In the fotal request for each college. Estimated r^enues 
from student fees, federal funds, and other I ncome were, deducted In arriving at 
the state support requested. 

jlansas. 

Ccmrr.unitY colleges were funded at fixed amounts per student-credit hour in 
accordance with 1he following schedule: 

a. Residents from within Community-College Districts 

First 64 student hours of academic courses $21.00 per hour 
All academic student hours' above 64 $11.00 per hour 

First 64 student hours of vocational courses $31:50 per hour 
Al 1 vocational student hours above 64 $1 1 .00 per hour • 

b. Residents from outside Community College Districts 



First 64 student hours of either academic. 

J.I I $21 .00 per hour 

or vocational courses .'^^ v 

Missouri 

Community colleges receive state support equal to 50 P^^^f °I t^e total 
cost for general academic-credit Instruction and 70 percent of the total cost 
of vocational -technical instruction. 

Oreg on <• 

/ The state appropr iates-a^oxlmatel y 46 percent of the total operating 
budgets for community colleges based on the following formula: 

/ Pirst 1.100 PTE students V 'V'?.'^! Sr 

All PTE students J.n excess of 1.100 $ 945.00 per PTE 

A single anount Is appropriated by the legislature for al I community 
colleges aSd then allocated to each institution on the basis of an equal anount 
per PTE student enrolled. 

Wash inyton 

The formula used to develop the operating budget requests for community 
colleges was similar to thaf used for four-year Insmutions I n two, of its four 
components : 
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Total student-FTE enrollment divided by given student-faculty ratios 
by discipline cluster (fourteen) yields total FTE academic positions, to 
which an allowance (5 percent) for supervisory faculty was added. 
Calculated FTE positions times budget percent. of formula determines total 
budgeted FTE positions. Total budgeted positions (aggregated by full- and 
part-time positions) times statewide average salary rates (for full- and 
part-time faculty) y I el ded total budgeted Instructional salaries. 
Departmental operating costs were based on a given rate per FTE student. 
Staff benefits were calculated as a percentage of salaries, 

2, Student Services 

Total projected enrollment; by headcount (weighted for on- and 
off-campus) times a given rate per headcount times the budgeted percent of 
formula yields the total budgeted amount, 

3, Library 

Sane as four-year Institutions, 

4, Physical Plant ^ 

Same as four-year Institutions, 

"Other Fun'd I ng Approaches by States 

In addition to the formulas descrlbotl, the approaches used by five other 
states for determining appropriation requests for colleges and universities are 
presented for Information purposes^. These ap^p^^oaches, while not considered . 
formulas by tt^- state coordinating agencies, share many Important 
characteristics with formula budgets, 

IJLLLqoLs - ^ . . ■ 

The Illinois Board of Higher Education coordinates tlVe devel opi^^erit of 
appropriation requests for funding of alTpubllc postsecopdary education In 
that state. i / ^ 

Fach year the governing boards of the four state unf vers Ity Systems submit 
five-year plans that detail the goals and objectives of each Institution to the 
Illinois Board of Higher Education, The first/ year of each plan Includes the 
f unding-requl ranent requests for the upcom Ing ff Iscal year* The IBHE reviews 
pach request and prepiares budget recommendations for both the Governor and 
General Assembly,' Guidelines developed by IBhiE are contained In the Resource 
/'liocatlon Management Progran (RAMP), which serves as a framework for planning 
and budgeting. Although not a formula, the gii I do 1.1 nes represent an objective 
approach toward the dev.elopment of resource-reqci! ronent prediction. 

Beginning with the base- budget (currentfyaar projected expenditure) of 
each institution, adjustments were made for (1) enrol Iment changes, (tuition . 
loss or gain only) and (2) excess program cdsts, determined by comparing 
Institutional unit costs by discipline and level of lnstriK?t^.pn with statewide 



averaae costs {.-^ixc lud Ing the UMverslty of Illinois. Urbana campus). Both , 
^peTof adjustnents reflect a n^r^JmLW approach In that Progran-suppor t 
reductions iue to enrol lnK-.o'V d..cllnes were limited to the loss of fee revenue, 
and reducHons for exce..tvc progran costs (over statewide average costs) were 
limited to 20 percent or. In some cases, 5 percent of the actual J° 
the adjusted base budgets were added Increases for salaries, operating budgets, 
utilities, library material costs, new-bullding maintenance costs and progran 
support costs. The progran sunnort l.-v .stment prov Ides f or, ( a ) ^h i f ts I n 
student currlcular demands. :reas6d student social and econan Ic needs, 

(c) Improvement of InstructI ' . ality. (d) faculty development, and (e) 
new-progran costs or the rec rion of existing programs. This arnount 

represents the total expendltu, ., appropriation for the Institution. 

Instead of a revenuq deduct i on. I 1 1 I noi s mal ntal ns University Income Fund 
accounts Into which all tuition charges, sales and service fees, student fees, 
and 'interest Income are deposited. The total expected Income In these accounts 
plus the state appropriation from the general fund are combined to the 
appropriation for higher education. 

A funding formula was in use In FY 197 9- 80 for developing the i 1 1 I noi s 
Board of Higher Education recommended appropriation for pub I c communi ty 
c^leges. Using progran costs obtained annually by the I I i Inoi s Commun , ty 
Co lege Board, an'average cost per student cred it hour In each of Ive prograns 
(baccalaureate, business occupa tt ona I . techn I ca I occupational, health, and 
general studies) was used to develop a base rate to which adjustments for 
salary, utilities, library materials, and general -operati on Increases of cost 
Te e added. Adjustments Lre also made (marginal ly) for Iment changes 

The result was a new rate per student-credit hour. This rate times projected 
student cJed? hours for FY 1979-80 yields the total resource requ re. ents for 
. community colleges. From this total, local tax revenues ^t^f ^ 
other nonstate funds were deducted to arrive at the total state cred t-hour 
gran^ support. (This anount w^s expressed in rates per student credit hour by 
discipline for each institution.) 

In addition to the formula credit-hour grants, the state appropriation 
requests also Include funds for district-equalization funding. These founts 
were distributed 'to distrlcfs whose local property evaluation per FTE student 
was below the state average. 

Indiana 

The Indiana Canmiss I on for Higher Education reviews the biennial 
aDDroDriation requests of all state fi|»stsecondary institutions and recommends 
?Ke level o? funJing for each institution. A nonformula approach was in use in 
develo tng budget requests for the 1979-81 biennium. Each 'n^+'+^+l^" 
a uniform format prescribed by the ICHE in which changes were made +° 
current-year, base budget to recognize the fol lowing fi (7a>untabl .li±M^£±^. 



1. Enrollment increases or declines r ..s 

2. Cost increases (salaries, utilities, and so forth) 
3! New .prograns or changes in .existing prograns 

4. Special needs for quality improvement 

5. Increases in tuition and fees 
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A marglnal-co^^'V approach was Incorporated Into the adjustment format for 
enrollment changes. Having performed an Instructional -cost study In 1976-77. 
the ICHE developed marglnal-co5t p/)rcentages that represent the ratio of 
varlable-to- Incremental direct costs of Instruction. These percentages were 
calculated for 17 enrol Iment-^change ranges (from 1.0 to 25.0 percent) for which 
variable-cost factors ranged from 37.7 to 86.5 percent. These marginal 
percentages were then used as adjustment, factors applied to each Institution's 
Incremental direct instructional cost In preparing the budget request for FY 
1979-80. (The scale was revised downward 6.05 percent for FY 1980-81 as the 
basis for application changed from direct costs to full. Instructional costs.) 

To arrive at the net" appropr fati on request, IndLana deducted only (1) 
student tuition and fees (not Including fees for student activities or debt 
service), and (2) federal unrestricted Income (capitation grants and so forth). 
Income from sale of educational services. Indirect-cost recoveries, and 
Interest was not deducted. 

The Oregon Educational Coordinating Commission reported that a formula 
approach was used for detennlning 1^^e state appropriation for colleges and 
universities In that state. The method used for the 1979-81 blennlum combined 
an Increnental and formula system In which a base budget (established by a 
cost-per-student and expend Iture- I evel approach for the last fiscal year) was 
adjusted for enrollment changes and Inflation. To calculate the adj'ustment for 
enrollment change. Instructional costs were determined for the previous year by 
level of Instruction (lower division, upper d I v I si on, and graduate) for 
variable-cost areas (Instruction, research, academic support, and student 
services) and f lxed-cos1^.iareas. (adrrilnl strati on and physical plant) per FTE 
student (using assumed weight! ngsrof 1.0. 1.25, and 2.0 respectively for each 
level). The result was a variable cost per student by level that was 
multiplied by enrol Iment changes I n FTE students to obtain the net adjustment 
amount. However, enrol Iment-adjustment changes were I Imlted to one percent of 
the previous year's budget or one-third of the enrollment-change 
adjustment — whichever was greater. 

y Trgln I a 

The State Council of Higher Education In Virginia publishes guidelines 
that all state supported colleges and universities must follow In preparing the 
biennial appropriation requests. The guidelines In use for the 1980-82 
blennlum pertained primarily to staffing requirements and were applicable to 
the following functional areas: 

1. Instruction (Positions Only) 

Teaching and Research - Projected FTE students by level 

(four) and discipline (eight) 
divided by student-faculty 
ratios 

Administrative - 1 per 20 teaching and research 

positions for doctoral Institutions 
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Support Staff - 
(class! f led) 



1 per 35 teaching and research 
positions £or regional colleges 

?■ 

1 per 25 teaching positions for 
community col leges 

1 per 4 teaching and research 
positions for doctoral Institutions 

1 per 8 teaching and research 
positions for regional and 
community col leges 



2. Library (Positions and Collection Budget) 



Administrative. Teaching, 
and' Support Positions - 



Col lections - 



9 plus 1 per 400 PTE undergraduate 
and 1 per 100 PTE graduate students 
plus 1 per 35 PTE faculty for 
doctoral Institutions ■ 

9 plus 1 per 400 PTE students plus 
1 per 40 PTE faculty for 
comprehensive colleges 

3 plus 1 per 500 PTE students plus 
1 per 50 PTE faculty' for community 
CO I leges 

Vol ume -def iciency (us ?ng Volgt 
formula times a standard cost 
per vol ume) 



Institutional Support (Positions Only) 



Support Staff - 



Admlnl-Btratl ve Staff - 



4 plus 22.5 per 100 PTE faculty for 
all four-year InstMutlons 

4 plus 10.5 per l-.OO PTE stydants 
for community aiMeges 

3 plus 2.75 por 1 .000 'PTE students 
for doctoral In.sll+^t Ions 

3 plus 3 per 1 .000 FTli ^tuc!ents for • 
comprehensive col leges. 

3 plus 4 per 1 .000 PfE studef'ts for 
community col leges 

yf Isconsln 

Plagued with several years of ^^^get and poll^cy fjuctoat^^ 
University of Wisconsin System developed the 1977-79 b I enni.y! .spk;;^^' 
Cer,? I^lng a stalvtorllv-prescribed four-year planning cycle. TMs 
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procedure roplaceod the suspended enrollment-driven formulci. Starting with a 
f Ixed-base appropr latl on f or FY 1976--77. tho University of Wisconsin Syst^ 
developed a single, systan-wlde appropriation request using Ii.crenental funding 
Increases directed toward the fulfil Iment of specified goals* 

Of particular Interest was the method used to provide funding Increments 
for enrol Iment Increases. The suspend^ 'formula had assumed that the total 
funding needs of Instruction. acad6)({^'Ic support, and student services varied 
directly and in a linear fashion wtih student enrollment changes, the new 
approach used a variable- and fixed-cost dl f forentl atl on for these three areas. 
Specifically, 7 percent of Instruction, .32 pe^^-i^-^-nt of academic support, and 35 
percent of student-serv Ice costs were found to be fixed and, therefore, not 
subject to adjustment due to enrol Iment f I uctua^f ons. 

Revenue Deductions 

ll^lost states considered the unrestr I cted revenues In the education and 
general portion of the budget to arrive at the net appropriation for colleges 
and universities. In formula states, the method fol lowed was to deduct al I or 
seme portion (student fees. Income from sale of educational services, etc.) of 
the .unrestricted revenue from the cal cu lated resource requlrenents determined 
through the formula process. The net result became the total amount requested 
from state funds. The practice followed by 12 of the formula states Is 
presented In table 9. Information on the trealment of revenue was not Included 
In the formula materials received from the states of Colorado. Georgia, Kansas. 
Louisiana. Montana, and Washington. In states usi ng separate formulas for 
community colleges, the formulas calculated only a fixed percentage of the 
total resource requ I ronents- Student fees, other revenue, and, in some cases, 
local governmental appropriations supplied the balance. ^ 

IV. Summary 

The analysis the information received from the states using budget 
formulas is summarized below. 

1. In this study, 21 states reported « ng budget formulas to develop the 
annual or biennial appropriation requests for state-supported 
colleges, universities, land, community colleges. Of those. 11 states 
(Alabama; Colorado. Flortlda. Georgia, Kansas. MIssIiisI ppl . Missouri, 
Montana. Ohio. Pennsylvania, and Washington) used separate formulas 
for four-year Institution's. Eight states (Arkansas. Nentucky, 
Louisiana, New Jersey. Oklahoma, South Carolina, Tennessee, and Texas) 

.utilized the same formulas for all state institutions (community 
colleges, col ieges, and universities); eight states (Alabama, Arizona, 
Florida. Kansas. MI ssl ssl ppl - Oregon. Pennsylvania, and Washington) 
used separate community col lege formulas. A geographical distribution 
of the formula states Is presented In table 10. 

2. Four states (Illinois. Indiana, Oregon, and Wisconsin) Indicated the 
use of marginal costs to> develop budgets on an incremental basis. One 
state (Virginia) continues to use gu ide lines, that primarily relate to 
the Justification of FtE positions In the appropriations request. 
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TABir 

REVEitUE DEDUCT PRACTICES liY FORMULA STATES 



State 



Revenue Deduct Practice 



Alabama 
■flori da 
Kentucky 
■Mississippi 

Missoui^'i 
New Jersey 
Ohio 

Okl ahoma 

• Pennsylvania • 
South Carol ina 



Tennessee 



TgxuS 



Ninety (90) percent of on-campus fees. 
All student fees and indirect cost income. 
Al 1 student fees . 

A percentage (32 percent for comprehensive- 
universities, 30 percent for urban Qniver- 
si'ties, and 26 percent for colleges) of the 
total ESG budget request, 

^All student fees and other nonrestri cted income. 

All student fees ; 

All unrestricted revenue. 

All student fees and income from educational 
services. 

All .student fees. 

a' flat fee per FTE' student ($300 for univer- 
sities, S200 for colleges and community 
colleges), income from educational services, 
and federal support. 

A flat fee per FTE student ($570 for research 
universities $480 for regional universities, 
and $355 for community colleges), and techniccW 
instituuion actual out-of-state tuition, incu.ne 
from services, rind interest income (1.5 percent 
of total E&tj budget); * 

All unrestri'cted revenue. 
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TABLE 10 

GEOGRAPHICAL DISTRIBUTION OF STATES 
USING FORMULAS 



Fonnula States 



Geographic Community 
Region Universities Colleges 



Southeast 10 ,8 

Midwest - 4 2 

Northeast ' 3 .. 2 

Far West 1 2 

Southwest 1 2 

TOTAL 19 16 
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Tho formulas In use by 19 states that apply to four-yoar Instltutibns 
(and to community col leges In eight of those states) were complex and 
calculated separately the amounts for (a) Instruction and academic 
support, (b) I Ibr rl0s,.„(c) student sorv I ces. (d) Institutional 
support, (e) research and public service- and (f) physical plant 
operation. In addition, the calculations In each area followed one of 
two approaches: the al I IncI usive method or the JleoUzad method. The 
a jj Inclusive method (^otal amount for one or more functional areas is 
determined through one calculation) was used In 73 percent of the 
calculations while the Itemized tnethod (amount for. one or more 
functional areas Is the sum of several separate calculations for 
different object categories such as academic salaries, clerical 
salaries, and operating budgets, and so forth) was used In only 27 
percent of the calculations. Table 2 presents, the areas each state 
determined by formula as. well as the approach In each area. 

Budget formulas continue to use one or more of three computational 
methods. A study conducted by the author In 1973 Identified three 
basic computational methods In the 25 formulas In use at that time. 
An analysis of the formulas used by ;fhe 19 states In this. study 
Indicated no substantive deviation from those methods which are: 

a) Rate per base factor unit (RBFU) ^ In which given rates (formula 
factors) are multlpl led by Institutional descr IptI6nr. (base 
factors) to calculate the resource requirements. 

b) Base factor position ratio with salary rates (BFPR/SR) - In which 
given position ratios (faculty/student, f acu I ty/supporti J j staff, 
etc.) are used to determine liE positions which are multiplied by 
given average salary rates to calculate total salary requ I ronents. 

c) Percentage of. base factor (PBF) - which represents the most simple 
formula appi Icatlon In that the resource requlranent for a given 
functional area Is expressed as a percentage of the total amount 
calculated for another functional area. 

A summary of the formula-calculation methods In use by th6 19 states 
, Is presented In table 11. 

Among the seven base factors general ly found to be in use by states, 
enrollment (credit hours, PTE students, and student headcount) 
remained the most used predictor for estimating the resource 
requlranents for instruction and academic support, libraries, student 
services, and institutional support. The total budget (or seme 
portion such as sponsored research) was the most commonly used base 
factor In determining research and publLc service resource 
reqiilranents. Square feet of building space conti nued to be the most 
favored base factor for physical plant funding predictions. A tally 
of the Institutional base factors used per functional ^rea by numbers 
of states is presented In table 12. 

Of the 19 -tit' jt use formulas for colleges and universities, 12 
reported the deduction of certain unrestricted educational and general 
revenues In arriving at--tr,-e-nvv,t rhate appropriation request. In eight 
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TABLE 11 ' 
FORHULA-CALCULATIOfl METHODS 
USED BY STATES 





' Fonnula Calculation Methods 




Furictional 
Areas 


Rate Per 
Base Factor 


Base-Factor, Position 
Ratio w/Salary Rates 


Percentage of 
Base Factor 


Instruction and 
* Academic Support 


17 


10 


9 


Li brari es 


10 


4 


3 


Student Services 


6 






Insti tutional 
Support 


11 




6 


Research ana 
Publ ic Service 


0 
c 


2 


8 


Physical Plant 
Operation 


14 


• 

3 


6 



> 
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"OliMlll.A-BASE FACTORS USED BY STATES IN UETERMINING 
KESOlll^CE REQlllKEMEfrrS BY FlJNCTlOtlAL AREAS 



Fo Mini la Bdse Fnclors 



FuncLidua 
ArCiiG 



Inr, LnicU( n aiid 
Ac<iilr;:ii c. Su|)|)()rL 

Stiulcnt. Services 

Insti lilt. i (111.1 1 Support 

Resciirch and l'ul)l ic 
Service 

Physical Plant 
O[)ertition 



Head FTE 
Count SLiidents 



Ci i.'di t 
Honrs 



13 

5 
2 
3 

1 

1 



Facii! ty 
'Of, i tions 



4 
3 



Budciet 



Square 
FceL/Acrcs 



.6 

2 

G 
8 
2 



13/5 
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states (Florida. Kentucky, Missouri, New Jersey. Ohio, Oklahoma, 
Pennsylvania, and Texas), there was a deduction of al I actual or 
estimated student fees. Alabama deducted 90 percent of student fees, 
while South Carolina and Tennessee deducf.^d a flat f&e per FTE student 
by type (for example, comprehensive university, regional college or 
university, and community college). In seven states (Florida. 
Missouri. Ohio. Oklahoma, South Carol Ina,! Tennessee, aind Texas), th^re 
was also a deduction of other revenue ranging from Income from sale of 
educational services to Interest Income. One state, Mississippi, 
calculated the deduction as a straight percentage (by type of 
Institution) of the total formula request. 




92 

65 



Ref eronceF. 

Bowen, Howard R. Ji^ojis.^jJil^^f.msiiLiLOJ^> San rr.nclsco: Josscy-Bar.s, 



1980. 



Glenny, Lyman A. Ay±i2nailY_^L£uklJ^i^ 
New York: McGraw Hill, 1959. 

Gross Francis M. AJJflaiianfllbdS-i^-^ 

ISffimaijy, Knoxvllle: Tho Unl vers Ity of Tennessee . 1 97.. 

Rrr.<;s F.vinric, M. "Fonnu I a Budqeti ng and the Financing of P.ublic Higher 

CducatU'n: Panacea or wJsis for the 1980's?" m-£i:ofiiS^J^inai-fJl£ 3 
(Fal I 1979): 1-6. - ', 

Kentucky Council on Higher Education. Frogrgn Fu adJ.D^.b^-lx>r rui iln of - t ^ _ 
Ins titutions . Frankfort, Ky.: 1977. 

Miller Janes L,, Jr. Sjaj-.r. RnrlG^tl n g H'Qhor Fducati . Qru _Jiifl-ll^-gf. 
"""pArn^'' 'nH Cost^^STAnn Arbor7 Michigan. 1964. 



53200107000400 i 
100:082:WICI1E:2BA349 

,1 

66 93 



^NCHEMS 

National Center for Higher Education Management Systems 
I\0. Drawer P. Boulder, Colorado 80302 
An Affirmative Action /Equal Opportunity Employer 

9i ' ' 



ERIC 



